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INVESTIGATION OF REGULATORY COMMISSIONS AND 
AGENCIES 


THURSDAY, JUNE 5, 1958 


Hows or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 
OF THE COMMITTEE ON INTERSTATE AND F’oREIGN COMMERCE, 
Boston, Mass. 

The special subcommittee met, pursuant to recess, at 10:30 a.m., in 
courtroom 6, U.S. Post Office and Courthouse Building, Hon. John 
Bell Williams presiding. 

Present: Representatives Williams and Wolverton. 

Also present: Robert W. Lishman, counsel to the subcommittee; 
Francis X. McLaughlin, subcommittee attorney; Joseph P. O’Hara, 
subcommittee investigator; Stuart C. Ross, consultant; and Herman 
©. Beasley, subcommittee clerk. 

Mr. Wiriiams. The committee will be in order. 

The House Special Subcommittee on Legislative Oversight was 
created by House Resolutions 99 and 152, 85th Congress, as amended. 
These resolutions authorized and directed that this subcommittee 
examine the execution of the laws by the administrative agencies 
administering laws within the legislative jurisdiction of the House 
Interstate and Foreign Commerce Committee to ascertain whether 
or not the law as the Congress intended in its enactment has been 
and is being carried out or whether it has been maladminister. 

Among the independent administrative commissions within the 
purview of the subcommittee’s jurisdiction are the Federal Commu- 
nications Commission, the Federal Trade Commission, and the Secu- 
rities and Exchange Commission. 

The subcommittee in fulfilling the duties and responsibilities en- 
trusted to it by the House of Representatives is proceeding on the 
basis that it will fully and fairly examine the operations of these 
administrative commissions and ascertain all relevant facts which 
will show whether there has been corruption, inefliciency, or malad- 
ministration of the law. 

In the performance of its task, the subcommittee has no desire and 
does not intend to ruin the good reputations of any innocent persons. 
In accomplishing its legislative duty, the subcommittee will observe 
scrupulously all the fundamental safeguards afforded by our Consti- 
tution to corporations and individuals. 

This morning the subcommittee is holding a hearing to inquire into 
the functioning or malfunctioning, as the case may be, of the Federal 
Communications Commission, the Federal Trade Commission, and 
the Securities and Exchange Commission with respect to several mat- 
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ters involving companies and individuals located in and near Boston, 
Mass. 

From evidence adduced at hearings already held by the subcommit- 
tee and from information in the subcommittee’s files, it appears that 
the Federal Communications Commission has been subjected, contrary 
to law, to extra-record representations made to influence its decis sions 
prior to their rendering in comparative television proceedings before 
the Commission. 

With respect to the subcommittee’s inquiry into the Federal Com- 
munications Commission, the subcommittee has issued a subpena duces 
tecum calling for the production of records of the Boston Herald- 
Traveler Corp. and WHDH, Inc., which received the award of channel 
5 from the Commission. 

The Boston Herald-Traveler Corp., through its counsel, has re- 
quested the subcommittee to withdraw such subpena on the ground, 
among others, that it violates the fourth amendment in that it is too 
broad in its scope. 

We are here today to define, by the testimony of witnesses sub- 
penaed and otherwise, the areas of relevancy within which the sub- 
committee may obtain pertinent documentary evidence from the files 
of both the Boston Herald-Traveler Corp. and WHDH, Inc., and 
the records and writings of their officers, directors, employees, or 
representatives which pertain to channel 5. 

The subcommittee’s investigation of the television channel 5 award 
involves the ascertainment of what factors influenced the decision 
and whether there was any corruption, maladministration or ineffi- 
ciency in carrying out the Federal Communications Commission’s 
statutory duties. The investigation, as above stated, is pursuant to 
House Resolution 99, 85th Congress, adopted February 5, 1957, which 
authorized the House Committee on Interstate and Foreign Commerce 
to investigate— 
the administration and enforcement by departments and agencies of the Govern- 
ment of provisions of law relating to subjects which are within the jurisdiction 
of such committee. 

Under the Rules of the House and the Legislative Reorganization 
Act of 1946, the Committee on Interstate and Foreign Commerce has 
jurisdiction over the regulation of interstate and foreign communica- 
tions. 

On May 6, 1957, the Committee on Interstate and Foreign Com- 
merce created this Special Subcommittee on Legislative Oversight 
and delegated to it the power to review, study, and examine the execu- 
tion of the laws by the administrative and independent agencies of 
the Government within the jurisdiction of the committee. On June 
4, 1958, the Committee on Interstate and Foreign Commerce adopted 
a resolution providing that for the purpose of ‘taking testimony and 
receiving evidence relating to any matter under investigation or study 
by this committee or any ‘sube ommittee, thereby, under the authority 
of House Resolution 99, 85th Congress, two members of the committee 
or subcommittee, as the case may be, shall constitute a quorum for 
doing business. 

This subcommittee has information which has established a pattern 
of influence exerted on the Federal Communications Commission out- 
side the lawful methods of presenting facts and arguments to the 
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Commission in proceedings for the award of television channels. It 
has information that the Boston Herald-Traveler ore its directors, 
oflicers, counsel and employees and other persons working with them 
wihch would indicate they have brought such outside influence to bear 
on the Federal Communic: ations Commission so as to induce it to award 
television channel 5 in Boston to a subsidiary of the Boston Herald- 
Traveler Corp. It has information that since January 1, 1955, direc- 
tors, officers, counsel, and employees of the Boston Herald-Traveler 
Corp. have made tr ips to Washington, D.C., in furtherance of its plan 
to exert such outside influence in the Federal Communications Com- 
mission. It also has information that since January 1, 1955, the direc- 
tors, officers, counsel, and employees of the Boston Herald-Traveler 
Corp. made telephone calls to persons in Washington, D.C., St. Louis, 
Mo., Columbus, Ohio, and Manchester, N.H., in furtherance of the 
same plan. 

The hearings beginning this morning are for the purpose of in- 
quiring into the foregoing and all other means used by the Boston 
Herald-Traveler Corp. to influence the Federal Commission in the 
award of television channel 5 in Boston. 

In our examination of witnesses who are officers and employees of 
the Boston Herald-Traveler Corp. and of WHDH, Inc., we will de- 
fine the pertinent areas within which we shall insist that the documen- 
tary evidence in their files be produced for the use of the subcom- 
mittee. 

Certain decisions reached and actions taken by the Federal Trade 
Commission and by the Securities and Exchange Commission appear 
from factual information in the files of the subcommittee to have 
been predicated upon maladministration, inefficiency, and_ possibly 
even corruption. Some authenticated information in the files of the 
subcommittee indicates that these Commissions have been subjected 
to ex parte pressures by high Government officials in respect of the 
East Boston Co., the Boston Port Dev elopment Co., Northfield Mills, 
Inc., Str athmore Woolen C o.,and Lebanon Woolen Mills Cor p., among 
others. 

There is evidence that certain high Federal officials have enjoyed, 
from the principal owner of such companies, unusually lavish and ex- 
ensive hospit: ae The subcommittee also has evidence that these 
high Federal officials received favors which would transgress the 
bounds of hospitality construed in the most lavish sense of the word. 
In some instances enforcement proceedings brought by the Federal 
agencies against certain of these companies have been withdrawn, 
watered down, or modified in the interest of the companies. 

The subpena duces tecum served on the Pilgrim National Bank by 
the subcommittee has not met with full compliance. This morning 
we shall elicit from the witnesses the reasons for such failure to 
comply fully with the subpena. 

Information in the bank records will establish whether or not cer- 
tain financial and other reports filed with the Securities and Exchange 
Commission by the East Boston Co. and the Boston Port Development 
Co. were false or true. It will also help to establish that the faiture 
of these companies for some years to comply with the Securities and 
Exchange Act of 1934 and other laws, and the failure of the Com- 
mission to take appropriate action, may have been the result of im- 
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proper external pressures by persons in high governmental positions, 
and that such persons have been the recipients of the bounty of the cor- 
porations thus favored. 

The witnesses to be heard today are, with respect to channel 5 5, Mr. 
Robert Choate, Mr. William Mullins, who, I understand since this 
was prepared, is ill and will not be able physically to be with us, 
but a further announcement will be made in regard to that later, 
and Mr. George Akerson ; with respect to the East Boston Co. - Boston 
Port Development Co., Strathmore Woolen Mills, Northfield Mills, 
Inc., and Lebanon Woolen Mills Corp., the witnesses today are Mr. 
Alfred Johnson, Mr. Samuel Back, Mr. Winthrop R. Scudder, and 
Miss Mildred Paperman. 

As stated at the outset, one of the purposes of the hearings today 
is to inform the witnesses of the purpose of the inquiry and ‘the per- 
tinency of the documents and records which are to be furnished in 
response to subpena presently issued or which may hereafter be 
issued. 

The subcommittee has no objection, I might say, to narrowing the 
subpena duces tecum already served on the Boston Herald-Traveler 
Corp. to exclude the papers and records relating to the Herald-Trav- 
eler’s news-gathering staff activities, provided, “however, that if any 
of such activities were directed at attempts to influence "the decision 
of the Federal Communications Commission in the award of channel 
5, then such papers must be produced. 

Before calling our first witness, permit me to repeat what was 
said in the opening part of this statement. This subcommittee is pre- 
forming a task which has been de legated to it by the U.S. House 
of Representatives. It is an inquiry which we believe technically to 
be in the interests of the American people and in the interests of the 
U.S. Government. 

In conducting this inquiry I can assure each of you that the com- 
mittee has no intention of trespassing upon the rights of any individ- 
ual citizen as guaranteed to him by the Constitution of the United 
States of America. 

We will recognize and zealously safeguard the rights of the wit- 
nesses who appear before this committee. At the same time the com- 
mittee has every intention of carrying out its responsibility as charged 
to it under the House resolutions aforement ioned. 

I would like also to express the appreciation of the committee to 
the chief judge and the U.S. marshal for providing these quarters 
in which the committee is holding its sessions. We are grateful to 
them for their cooperation with the legislative branch. 

I think also it would be well at this time to state that I have with 
me the senior member of the Interstate and Foreign Commerce Com- 
mittee, an honorable and distinguished Member of Congress for many 
years, from the State of New Jersey, 2 former chairman of the Inter- 
state and Foreign Commerce Committee, the Honorable Charles A. 
Wolverton, of New Jersey. 

Would you care to make an opening statement ? 

Mr. Wotverton. No; I have no statement. 

Mr. Witutams. Mr. Lishman, whom do you wish to call first ? 

Mr. Lisuman. Mr. Chairman, in order to complete the preliminary 
part of the record, I request that there be incorporated in the record, as 
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though read in full, the designation, dated June 4, 1958, whereby 
Chairman Harris designated John Bell Williams as the chairman of 


today’s hearing. 
Mr. Wiii1aMs. Without objection, it is so ordered. 
(The document referred to follows :) 


CONGRESS OF THE UNITED STATES, 
HOovuSE OF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT OF THE 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C., June 4, 1958. 
Hon. JoHN BELL WILLIAMS, 
House Office Building, Washington, D.C. 

DEAR COLLEAGUE: You are hereby authorized to serve as chairman at the public 
hearing scheduled to be held by the Subcommittee on Legislative Oversight at 
Boston, Mass., commencing at 10 a.m. on June 5, 1958, in courtroom No. 4, 12th 
floor, of the U.S. Post Office and Courthouse, in connection with the appearance 
before the subcommittee of certain persons who have been duly summoned to 
appear at that time and place, and you are further authorized to take such action 
as chairman as may be necessary to the proper discharge of the subcommittee 
business arising at said public hearing. 

I understand that Congressmen Charles A. Wolverton and John J. Flynt, Jr., 
will also attend the said public hearing. 

Sincerely yours, 
OREN Harris, Chairman. 


Mr. LisumMan. I would also like to read into the record at this point 
the resolution constituting the two members present today as a quorum. 


RESOLUTION 

Resolved, That for the purpose of taking testimony and receiving evidence re- 
lating to any matter under investigation or study by this committee or any sub- 
committee thereof under authority of House Resolution 99, 85th Congress, two 
members of the committee or subcommittee, as the case may be, shall constitute 
a quorum. 

“This is to certify that the above resolution is a true, correct, and accurate 
copy of a resolution adopted unanimously by the Committee on Interstate and 
Foreign Commerce of the House of Representatives in executive session on 
June 4, 1858. 

“W. E. WILLiaAMson, Clerk.” 

Mr. Chairman, I would like to have Mr. Francis X. McLaughlin, 
attorney on the staff of the subcommittee, take the stand at this time 
and state the facts concerning the issuance of the subpenas in this 
matter and some of the facts attendant upon compliance or noncom- 
pliance with the subpenas duces tecum. 

Mr. Wititams. Mr. Lishman, do you feel it would be proper at this 
time to place into the record a copy of the subpena ? 

Mr. Lisuman. I believe that may be supplied for the record if the 
chairman so desires. 

Mr. Witur1aMs. If there is no objection, a copy of the subpena will 
be provided for the record at this point. 

(‘The document referred to follows :) 


By AUTHORITY OF THE HOUSE OF REPRESENTATIVES OF THE CONGRESS OF THE 
UNITED STATES OF AMERICA 


To: Francis X. McLaughlin, Esq., Attorney for Special Subcommittee on Legis- 
lative Oversight 
You are hereby commanded to summon Alfred Johnson, vice president (per- 
sonal appearance not required), Pilgrim National Bank of Boston, Boston, Mass., 
to be and appear before the Special Subcommittee on Legislative Oversight 
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(vested under authority of H. Res. 99, 85th Cong.) of the Interstate and For- 
eign Commerce Committee of the House of Representatives of the United States, 
of which committee and subcommittee Hon. Oren Harris is chairman, and to 
bring with him (1) all records, books, papers, correspondence, and other writ- 
ings pertaining to any and all accounts in the name of Bernard Goldfine, 72 
Beacon Street, Chestnut Hill, Mass., individually or otherwise, and/or to any 
and all accounts in which he has or had any right, title, or interest during the 
period January 1, 1950, to date; (2) all records, books, papers, correspondence, 
and other writings pertaining to any and all accounts in the name of each of 
the following firms, corporations or other entities: Georges River Woolen Co., 
Inc., Goldfine Investment Trust, Inc., Labandale Mills, Inc., Lebanon Woolen 
Mills Corp., George Mabbitt & Sons Co., Northfield Mills, Inc., Strathmore Com- 
modities Co., Strathmore Realty Co., Strathmore Silk, Strathmore Woolen Co., 
Wilton Woolen Co., Bernard Mills, and/or to any and all accounts in which 
each or any of them had or has any right, title or interest during the period 
January 1, 1950, to date, in their chamber in the city of Washington, on May 14, 
1958, at the hour of 10 a.m., room 1334, New House Office Building, Washington, 
D.C., then and there to testify touching matters of inquiry committed to said 
subcommittee; and he is not to depart without leave of said subcommittee. 

Herein fail not, and make return of this summons. 

Witness my hand and the seal of the House of Representatives of the United 
States, at the city of Washington, this 7th day of May 1958. 

OREN HARRIS, 
Chairman, Special Subcommittee on Legislative Oversight. 
Attest: 
[SEAL] RALPH R. Roserts, Clerk. 
[Endorsement] 


Subpena for Pilgrim National Bank. 

Served in hand to Alfred Johnson, vice president, at the bank at 11:25 a.m. 
on May 8, 1958, by F. X. McLaughlin. 

Mr. WILLIAMs. Do you solemnly swear that the testimony you are 
about to give this committee will be the truth, the whole truth, and 
nothing but the tr uth, so help you God ? 


TESTIMONY OF FRANCIS X. McLAUGHLIN, ATTORNEY, SUBCOM- 
MITTEE ON LEGISLATIVE OVERSIGHT 


Mr. McLaveutin. I do. 

Mr. Wittrams. Mr. Lishman. 

Mr, Lisuman. Mr. McLaughlin, will you please identify yourself 
for the record. 

Mr. McLaveutn. My name is Francis X. McLaughlin. I am an 
attorney employed by the House Subcommittee on Legislative Over- 
sight. 

Mr. Lisuman. Did you serve a subpena on the Pilgrim National 
Bank of Boston ¢ 

Mr. McLaveutuin. I did, sir. 

Mr. Lisuman. On what date? 

Mr. McLavenuin. On Thursday, May 8, 1958, I personally served 
a subpena on Mr, Alfred Johnson, vice president of the then Pilgrim 
Trust Co. 

Mr. Listman. On what date was that subpena returnable? 

Mr. McLaventuin. That was returnable on the following Wednes- 
day, which would be May 14, 1958. 

Mr. Lisuman. And what did that subpena call for, in substance ? 

Mr. McLauerurmn. In substance, it called for all books, records, 
correspondence, and any other writings pertaining to accounts at the 
Pilgrim Bank in the name of Bernard Goldfine, or any one of the com- 
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panies which he controlled, or any accounts in which he had an in- 
terest in whole or in part. 

Mr. LisumMan. Were the companies specified in the subpena con- 
cerning whose accounts the subcommittee desired to have the records? 

Mr. McLaveuuin. Yes, sir. 

Mr. Lisuman. Do you know whether or not that subpena has met 
with full compliance ? 

Mr. McLavueutuin. No, sir; they have not. 

Mr. LisumMan. Will you please state the facts respecting the com- 
pliance or noncompliance with this subpena ? 

Mr. McLaveuurn. On Thursday, May 8, the day that I served this 
subpena, I was advised by officials at the bank that they were then in 
the process of merging with the Merchants National Bank of Boston. 
At that particular time there were a number of auditors and examiners 
on the premises and it was a very busy moment for them. They sug- 
gested, in response to our questions as to whether or not we would be 
permitted to examine the records on the premises of the bank, that we 
come back on Monday inasmuch as by that time the merger would 
pretty much have been completed, at least as far as some people being 
active in the records of the bank was concerned. 

Mr. Wuu1ams. Mr. Lishman, may I interrupt at that point. 

I think perhaps it would be w ‘ell to put copies of all three subpenas 
in the record at this point to keep the record clear inasmuch as the 
witness is discussing compliance with all of the subpenas. 

Mr. Mc LAUGHLIN. There is only one subpena in this instance, sir. 

Mr. Wituiams. Are you discussing now the subpena to the Boston 
Herald-Traveler ? 

Mr. McLaveutuin. No, sir. 

Mr. Lisuman. This is for the Pilgrim Bank. 

Mr. Witu1aMs. This subpena has not been put in the record ? 

Mr. Lisuman. Yes. This isthe subpena for the Pilgrim Bank which 
has been previously inserted in the record at page 3305. 

Mr. McLaveutin. On the particular day on which the subpena was 
served, Thursday, and, having been advised of the present circum- 
stances at the bank, we agre eed that we would come back on Monday. 
However, we were also told that there was a list of outstanding Treas- 
ury chec ks amounting to several hundred thousand dollars which Mr. 
Goldfine had outst: nding, some dating back to 1941, and that that list 
was available and that the records would be available for inspection 
that afternoon inasmuch as it would not interfere with the merging 
of the bank. 

Incidentally, this agreement was reached after the vice president of 
the bank, Mr. Alfred Johnson, had consulted with the then counsel 
to the bank, Mr. Francis T. Leahy, who advised that there would be 
nothing wrong with the examination of the records on the premises 
inasmuch as this would be convenient to the bank and it was the 
practice followed with respect to similar subpenas served by different 
agencies of the Government, courts, et cetera. 

Mr. Lisuman. May I interrupt ? 

Mr. McLaventin. Yes, sir. 

Mr. Lisuman. Is it a fact that shortly after the service of the sub- 
pena the bank not only indicated its ¢ ‘omplete willingness to cooperate 
in complying with the subpena, but that it also gave you assurances 
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that representatives of the subcommittee staff, in order not to disrupt 
the daily business of the bank, might have the opportunity of checking 
through the records in the bank in order to verify certain information 
which is pertinent to our inquiry ? 

Mr. McLavenuin. That is correct, sir. That was stated to Mr. Ross, 
Mr. O’Hara, and myself. 

Mr. Lisuman. You may continue. 

Mr. McLaveuiin. Having agreed not to return on Friday, but to 
wait until Monday, Mr. O’Hara and myself returned to W ashington 
Friday evening. Mr. Ross stayed over with the expectation that, as of 
Monday, he would be able to examine the records on the premises of 
the bank. 

Mr. Lisuman. Will you please identify Mr. Ross? 

Mr. McLaveututn. Mr. Stuart Ross is financial consultant to the 
subcommittee. 

Mr. Wituiams. This subcommittee ? 

Mr. McLaveuur. Yes, sir. 

I was later advised by Mr. Ross that he was told on Monday that 
he could not examine the records. 

Mr. Lisuman. On the premises? 

Mr. McLaventin. On the premises. And, in compliance with the 
subpena on Wednesday, May 14, it was my understanding—I was not 
present—that Mr. Johnson’ and counsel of the bank other than Mr. 
Leahy went to Washington in compliance with the subpena, 

Mr. Lisuman. Mr. Chairman, at this point I should like to have 
incorporated in the record, as though read in full, a letter dated May 
18, 1958, addressed to the subcommittee by the Pilgrim National 
Bank of Boston over the signature of Alfred Johnson, its vice presi- 
dent, which bears upon the manner in which the bank proposed to 
comply with the subcommittee’s subpena. 

Mr. Wituiams. Do the members have a copy of that letter ? 

Mr. Lisuman. Yes, sir. 

Mr. WituiMs. If there is no objection, the letter will be so in- 
cluded. 

(The letter referred to follows :) 

PILGRIM NATIONAL BANK OF BOSTON, 
Boston, Mass., May 18, 1958. 
To the SPecrAL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT, 
New House Office Building, Washington, D.C. 

GENTLEMEN: This is with reference to the subpena dated May 7, 1958, served 
on Alfred Johnson, vice president of the Pilgrim National B: ink of Boston, com- 
manding his appearance before you with ‘all records * * *” etc., in the name 
of Bernard Goldfine, and “all records * * *” ete., in the name of 12 companies 
listed in the subpena. 

Please be informed that Alfred Johnson will appear before you at the time 
and place commanded in the subpena, but in this first appearance will bring 
with him only the bank’s records of treasurer’s checks and certified checks. 
This first appearance will be the commencement of compliance with the com- 
mand of the subpena. 

It is our purpose and intention to comply with the full scope of your com- 
mands, and we shall do so, hereby recognizing and acknowledging the continu- 
ing nature of the subpena until its commands have been fully complied with. 

Upon the completion of this first appearance on Wednesday, May 14, 1958, 
we respectfully request that you permit Mr. Johnson to take the records back 
with him. If you will kindly grant this request we shall promptly prepare, 
from these records, a full, true, complete, and correct transcript of all the en- 
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tries therein pertaining to the person, companies, and subject matters indicated 
in the subpena, and shall certify it over the signature of a responsible officer 
of this bank, and shall send it to you as soon as we are able to complete this 
task, by continuous and uninterrupted application thereto. 

Also we shall await your instructions as to a continuance of your investiga- 
tion, and shall appear at such time and place as you shall direct with such books, 
records, and documents as you shall require, in keeping with the continuing 
force and effect of your subpena. 

Please be assured that all our existing records coming within the scope and 
effect of your subpena are permanent records of this bank, that all of them will 
be continuously preserved, and that all of them will be and remain continuously 
subject to your call under and pursuant to the continuing effect of your subpena. 

Very truly yours, 
ALFRED JOHNSON, Vice President. 

Mr. LisuMan. You may proceed, Mr. McLaughlin. 

Mr. McLaventiy. After having received the letter just referred to, 
and in conference with yourself and other members of the committee 
in Washington, it was decided that a supplementary subpena would 
be issued to meet any objections previously raised by counsel to the 
bank as to the adv isability of examining the records on the premises. 

This subpena was given to me to be served upon Mr. Johnson. I 
called upon Mr. Johnson on Wednesday, May 21, and told him that I 
had a supplementary subpena. He asked me to speak with Mr. 
Kozo]—— 

Mr. LisuMan. Before you get to that, will you please state the sub- 
stance of this supplementary. subpena which you did not serve but 
which you exhibited to the bank officers 

Mr. McLavuGuu1. ‘The substance of the subpena required that the 
records previously subpenaed and then under subpena be presented 
for examination at either the bank itself or a room obtained here at the 
Federal Building. 

Mr. Lisuman. Did it also provide for inspection on the premises of 
the bank of its books and records by a subcommittee staff representa- 
tive in order to insure the accuracy and completeness of information 
which the bank in the first instance was going to derive and compile 
from its own records? 

Mr. McLaveutin. Yes, sir. 

Mr. LisomMan. You may proceed, Mr. McLaughlin. 

Mr. McLaventrin. After several telephone calls with Mr. Kozol, 
the counsel for the bank at this time, I met with Mr. Kozol, Mr. Sturges, 
Mr. Kozol’s son, and Mr. Johnson in the offices of the bank of the for- 
mer president of the Pilgrim Trust Co., Mr. Allan Sturges. 

Mr. Lisiman. Will you please identify the gentlemen other than 
Mr. Johnson whom you just mentioned, a Mr. Sturges and Mr. Kozol? 

Mr. McLavueuirn. Mr. Kozol and Mr. Kozol’s son, Mr. Joel Kozol, 
who is also an attorney, I believe. 

Mr. LishmMan. Continue your identification of the other two gentle- 
men. 

Mr. McLaverntin. Mr. Kozol, Mr. Frank Kozol, is counsel for the 
bank. His son, Joel Kozol, who I believe is also an attorney, is asso- 
ciated with his father. 

Mr. Johnson, Alfred Johnson, is vice president of the bank. 

Mr. Allan Sturges is former president of the Pilgrim Trust Co., 
which has merged with the Merchants National Bank. 

Mr. Lisuman. Mr. McLaughlin, what was the date that you ex- 
hibited this proposed supplemental subpena to the officers of the 


bank ? 








3310 REGULATORY COMMISSIONS AND AGENCIES 


Mr. McLaveuttrn. I exhibited it to Mr. Johnson, the vice president 
of the bank, on Wednesday, May 21; and to Mr. Kozol, the counsel to 
the bank, on Thursday, May 22. 

Mr. Lisuman. Mr. Chairman, at this point in the record I should 
like to have incorporated, as though read in full, the supplemental 
subpena which the witness has just described. It is understood that 
this subpena was not served. 

Mr. Wuu1aMs. Without objection, it is so ordered. 

(The document referred to follows :) 


By AUTHORITY OF THE HovusE OF REPRESENTATIVES OF THE CONGRESS OF THE 
UnItTep STATES OF AMERICA 


To Francis X. McLaughlin, Esq., 
Attorney for Special Subcommittee on Legislative Oversight: 


You are hereby commanded to summon Alfred Johnson (personal appearance 
not required), Pilgrim National Bank of Boston, Boston, Mass., to be and appear 
before the Special Subcommittee on Legislative Oversight (vested under author- 
ity of House Resolution 99, 85th Congress of the Interstate and Foreign Com- 
merce Committee of the House of Representatives of the United States, of which 
committee and subcommittee Hon. Oren Harris is chairman, and to bring with 
him and deliver to a member of the subcommittee staff at the office of Roger 
Stinchfield, Esq., clerk of the U.S. Circuit Court of Appeals for the First Circuit, 
Boston, Mass. : 

(1) All records, books, papers, correspondence, and other writings pertaining 
to any and all accounts in the name of Bernard Goldfine, 72 Beacon Street, 
Chestnut Hill, Mass., individually or otherwise and/or to any and all accounts in 
which he has or had any right, title, or interest during the period January 1, 1950, 
to date, in their chamber in the city of Washington, on May 26, 1958, at the hour of 
10 a.m., then and there to testify touching matters of inquiry committed to said 
subcommittee ; and he is not to depart without leave of said subcommittee ; and he 
is further to produce and deliver or cause to be produced and delivered to Francis 
X. MeLaughlin, Esq., and/or Stuart C. Ross, attorney and consultant, respec- 
tively, for the said subcommittee, and to other members of the subcommittee 
staff, at the office of the said bank commencing on May 26, 1958, until notice 
of termination of the said subcommittee’s completion of its work thereon, all the 
aforesaid records as specified in (1) and (2) above, for inspection and the mak- 
ing of copies or excerpts of such of same as may be requested by the subcom- 
mittee. 

(2) All records, books, paper, correspondence, and other writings pertaining 
to any and all accounts in the name of each of the following firms, corporations, 
or other entities: Georges River Woolen Co., Inc.; Goldfine Investment Trust, 
Inc. ; Lebandale Mills, Inc.; Lebanon Woolen Mills Corp. ; George Mabbit & Sons 
Co.; Northfield Mills, Inc.; East Boston Co.; Strathmore Commodities Co.; 
Strathmore Realty Co.; Strathmore Mills; Strathmore Wollen Co.; Wilton 
Woolen Co.; Bernard Mills; Boston Port Development Co.; and/or to any and all 
accounts in which each or any of them and or has any right, title, or interest 
during the period January 1, 1950, to date. 

Herein fail not, and make return of this summons. 

Witness my hand and the seal of the House of Representatives of the United 
States, at the city of Washington, this 19th day of May 1958. 

OREN HARRIS, 
Chairman, Special Subcommittee on Legislative Oversight. 
Attest : 
[SEAL] Ra.pu R. Roserts, Clerk. 


Mr. Lisuman. Why didn’t you serve that supplemental subpena ? 

Mr. McLaveutr. During the discussion with Mr. Kozol on the 
telephone, particularly at the bank, he raised the question, at least in 
his mind, that the bank may be subject to suit by Mr. Goldfine or by 
other clients. 

Mr. Lisuman. Because of invasion of their alleged privacy ? 

Mr. McLaveuun. That is correct, sir. 
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For that reason I saw no need in serving the supplementary sub- 
pena. 

Mr. Lisoman. Do you have any further explanation concerning the 
facts attendant upon the subpenas on the Pilgrim National Bank ? 

Mr. McLavueuurn. Yes, sir. 

Following the conference on Thursday, May 22, Mr. Kozol told 
me that he would like to contact the president or chairman of the board 
of the Merchants National Bank to ascertain from him whether or not 
he would consent to an examination of the records either in the bank 
itself or in a room here at the Federal building by staff representatives. 

Mr. Sturges was opposed to this particular procedure, but, since 
the bank had now merged, Mr. Kozol said he would like to consult 
with the president or the chairman of the board—Mr. Gibson, I believe 
it is—of the Merchants National Bank. And he asked me to call him 
that afternoon, which I did. 

Upon calling Mr. Kozol, he advised me that the gentleman that he 
desired to speak with he had not been able to get in touch with since 
he was engaged in other activities, and that he had an appointment 
with him on the following morning, and would I please call him on 
Friday, the 23d. 

I did so call him, at which time Mr. Kozol told me he had consulted 
with the gentleman he referred to, and that the answer categorically 
was that they would not submit any records whatsoever except before 
a valid meeting of the subcommittee in response to a valid subpena, 
and that concludes my experience on the Pilgrim Trust Co. 

Mr. Lisuman. Mr. Chairman, at this time I suggest that Mr. Mc- 
Laughlin be excused and resume testimony later concerning the sub- 
pena on the Boston Herald-Traveler Corp. And at this time we might 
have as witnesses Mr. Alfred Johnson, vice president of the bank, and 
Mr. Samuel Back. And I suggest that both gentlemen be seated to- 
gether as witnesses, and we may handle the m: atter a little more expe- 
ditiously. 

Mr. Wasuun, All right, sir. 

Do you have any questions, Mr. Wolverton ? 

Mr. Wotverton. No, sir. 

Mr. Wituiams. You may be excused. 

(Witness temporarily excused.) 

Mr. Witu1ams. Whom did you wish to call at this time? 

Mr. Lisuman. Mr. Alfred Johnson and Mr. Samuel Back. 

Mr. Wiu1aMs. Will you gentlemen stand and be sworn. 

Do you and each of you solemnly swear that the testimony you will 
ive to this committee will be the truth, the whole truth, and nothing 
ut the truth, so help you God ? 

Mr. Jounson. I do. 

Mr. Back. I do. 

Mr. Burns. May I introduced myself, Mr. Chairman ? 

Mr. Wuu1aMs. For the record, I think perhaps I should state that 

these two gentlemen representing the Pilgrim National Bank—— 

Mr. Lisuman. Mr. Back will identify the bank that he represents. 

Mr. Wiuu1aMs. Will testify together. 

Will you identify yourselves? 
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TESTIMONY OF ALFRED JOHNSON, READING, MASS., VICE PRESI- 
DENT, MERCHANTS NATIONAL BANK, SAMUEL H. BACK, NEW- 
TONVILLE, MASS., VICE PRESIDENT, MERCHANTS NATIONAL 
BANK; ACCOMPANIED BY THOMAS D. BURNS, ATTORNEY AT 
LAW, BOSTON, MASS. 


Mr. Jounson. Alfred Johnson, 34 Oak Ridge Road, Reading, Mass. 
vice president of Merchants National Bank, Boston. 

Mr. WituiaMs. Will you identify yourself ? 

Mr. Back. Samuel H. Back, 51 Whitney Road, Newtonville, Mass. 
And I am vice president of the Merchants National Bank of Boston. 

Mr. Wiitams. Thank you very much. 

You gentlemen are accompanied by counsel, and, for the sake of 
the rec ord, I think it might be well to identify your ‘counsel. 

Mr. Burns. My name is Thomas D. Burns. I live on Great Pond 
River in North Andover. I am a member of the Boston law firm of 
Friedman, Atherton, Sisson & Kozol at 30 State Street. 

Mr. Kozol, who has been earlier identified, is one of my partners, 
and he is unavailable today by reason of a trial in Plymouth County 
before Mr. Justice Hudson of the Superior Court of Massachusetts, 
and I am going to appear in his stead as counsel for the Pilgrim 
National and the Merchants National Bank of Boston. 

Mr. Wiiu1ams. You appear then as counsel for both of these gentle- 


men ? 
Mr. Burns. I do, sir. 
Mr. Wituiams. And the banks that they represent ? 


Mr. Burns. Yes, sir. 

Mr. Wuiutams. Proceed, Mr. Lishman. 

Mr. Lisuman. Mr. Johnson, do you have any statement or explana- 
tion of the preceding witness’ testimony, or exception to the testimony 
you have just heard of Mr. McLaughlin ? 

Mr. Jounson. Only one thing, that I didn’t happen to see the 
second subpena he referred to. I understood he had it in his brief- 
case, but I didn’t see it. I don’t know whether that is pertinent or 
not. 

I didn’t think you showed it to me, Mr. McLaughlin. 

Mr. Lisuman. That is the only addition or comment that you want 
to make at this particular time on the preceding witness’ testimony ? 

Mr. Jounson. Except that we want to cooperate 100 percent with 
this committee, of course, if we are justified in doing so. 

Mr. Lisuman. We understood that you were going to give that 
cooperation, and we endeavored to achieve that cooperation. 

Does your bank have accounts with the companies and persons 
named in the subpena which has been served on the bank ? 

Mr. JouHnson. You are talking about the first subpena ? 

Mr. LisuMan. Yes, sir. 

Mr. Jonnson. We have some of them. I haven’t got the first sub- 
pena with me. So I don’t know the names of those particular-—— 

Mr. Lisoman. May I run through them? 

Mr. Jounson. I could tell you some of them, but I can’t say we have 
100 percent of them. 

Mr. Lisuman. Would the bank records show? 
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Mr. Jonnson. Yes, sir, they would show, but I don’t have them in 
my mind. 

‘Mr. Lisuman. Would you be willing to produce the bank records 
showing which companies you do have accounts with and which in- 
dividuals named in the subpena that you do have accounts with ? 

Mr. Jounson. You are talking about the Merchants National now 
or the Pilgrim National? 

Mr. Lisuman. I am talking about both banks now. I will address 
my questions to both banks in view of the merger. 

I will tell you what we want, and I just want to find out whether 
we are going to get it. 

Mr. Jounson. If you tell us exactly what you want 

Mr. Lisuman. I will now tell you what we want. 

We want all bank records, correspondence, memorandums, and 
writing, including but not limited to loans records, collateral cards, 
and commercial accounts of the C. & B. Goldfine special account and 
any other accounts in which either or both of these individuals have 
any right, title, or interest, direct or indirect. And we wish the same 
records, first, respecting the following individuals: Bernard Goldfine, 
Charlotte Goldfine, Horace Goldfine, Allen Goldfine, Morris Gold- 
fine, Mildred Paperman, and Kate Bloomberg. 

Then, with respect to companies, the subcommittee desires the 
same records respecting Georges River Woolen Co., Inc., Goldfine In- 
vestment Trust, Inc., Lebandale Mills, Inc., Lebanon Woolen Mills 
Corp., George Mabbett & Sons Co., Northfield Mills, Inc., Strath- 
more Commodities Co., Strathmore Realty Co., Strathmore Silks Co., 
Strathmore Woolen Co., Wilton Woolen Co., Bernard Mills, Lincoln- 
shire, Ltd., and the East Boston Co., and the Boston Port Develop- 
ment Co. 

As I stated, the records we wish as to all of these individuals and 
companies are correspondence and writing, including but not limited 
to the loan records, collateral cards and checks or other checking 
accounts, and I would like to inquire whether either or both banks 
are prepared to furnish these records and writings to the subcommittee. 

Mr. Jounson. May we consult, Mr. Lishman ? 

(The witnesses conferred with their counsel.) 

Mr. Lisuman. Mr. Johnson, are you prepared, after your confer- 
ence with counsel, to answer? 

Mr. Jounson. Yes, Mr. Lishman. 

That is quite a large order. I don’t think all those names were on 
the first subpena that you served on me. 

Mr. LisuMan. That is correct, but do you recall that that subpena 
did have a provision in it calling upon the bank to produce any and 
all accounts in which certain of those named individuals had any right, 
title, or interest ? 

Mr. Jounson. Yes, sir, I do. 

Mr. LisHmMAn. Do you not construe that language as being broad 
enough to encompass substantially —— 

Mr. Jounson. A lot of those names are not familiar to me. So I 
don’t know whether we have the accounts or not. But can you tell 
us in particular just what you want? I mean, by all records, do you 
mean every ledger card and every statement and every letter we wrote 
to Mr. Goldfine or any of these companies over a period of how long 
aperiod? Overa period of what? Five years? 
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Mr. Lisoman. I believe the subpena went back to 1950. 

Mr. JoHnson. That is correct. 

Mr. LisHMaN. That is the period we desire. 

Mr. JoHnson. The correspondence; of course, we don’t keep copies 
of correspondence after a period, I think, of 3 or 4 years. I am not 
sure on that. That takes a long time to dig that out. The other in- 
formation we have practically ready, on most of those. 

Mr. Lisman. You have the bank loan records, collateral cards 
and information pertaining to the checking account. all ready ¢ 

Mr. Jounson. We haven't got it all ready, We could get it, though. 

Mr. LisomMan. How soon ? 

Mr. Jounson. If our counsel tells us it is OK to give it to you, it 
will take 2 or 3 days. 

Mr. Lisuman. I don’t understand why you are setting up your 
counsel as being a censor as to what this subcommittee may obtain 
in the way of records provided that we are acting within the scope 
of the subcommittee’s jurisdiction, which, in this case, we are. 

Mr. Jounson. We have a certain relationship with a depositor. We 
don’t want to divulge everything in open court. I don’t know that 
we have the right to or not. That is the reason I would like to ask 
our counsel. 

Mr. Lisoman. Mr. Chairman, I think the remark of the witness 
calls for some observation from the chair. 

Mr. WiturAMs. I think it is patent that the committee does not call 
upon the bank for this information in order to make this information 
public in toto. The committee has been charged with the responsi- 
bility, duty, and the obligation to investigate the operations of certain 
Government agencies who have jurisdiction over the companies, whose 
records have been subpenaed from your bank. 

As I stated in the beginning, the committee has no desire to em- 
barrass anyone unduly. It has no desire to make public that which 
should not be made public solely for the purpose of making it public. 
The committee, though, is equally insistent that it be given all of the 
information that is available and which is pertinent to the purpose of 
our inquiry, and the committee intends to see that it gets that informa- 
tion. 

Mr. Jonnson. May I consult with our attorney then, please? 

Mr. Lisoman. Yes. 

Mr. Wiit1ams. The committee, of course, will appreciate any co- 
operation that it might receive. 

Mr. Jounson. Yes, surely. 

(The witnesses conferred with their counsel.) 

Mr. Jonnson. If we can have the assurance of this committee that 
the information that you want and that we produce is pertinent to 
this inquiry and that it will be in private session so that it won’t be in 
open court, we would be very glad to produce it. We want to co- 
operate 100 percent and produce it just as soon as we can get it all 
together. 

Mr. Lisuman. Mr. Johnson, counsel has no authority to enter into 
any agreement that matters shall be kept private or confidential when 
they bear on the public interest, and any such request as you have just 
made should be addressed to the chairman of the committee, and not 
to counsel. 
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Mr. Jounson. Mr. Chairman, may I ask you the same question ? 

(The witness confers with his counsel. ) 

Mr. Jounson. We would be glad to submit all this information, but 
we would like to keep it private. We don’t want to have it broadcast 
all over the papers and so forth, and the committee can do as they 
want to with it. But we don’t want to be liable to any lawsuit or 
anything on account of our depositors. 

Mr. WiuuiaMs. Mr. Johnson, the committee can only give you the 
assurance that such information as is made public or will become 
public will be that which is pertinent to the purposes of the inquiry 
in which we are sitting and which we are directed by the House of 
enoumainsin es to conduct. 

Mr. Jounson. We will produce that just as soon as we possibly can 
get it together then, sir. 

Mr. Witurams. Proceed, Mr. Lishman. 

Mr. Lisuman. Could you, Mr. Johnson, give us an approximate 
date when you will be able to furnish this material to the subeom- 
mittee 4 

Mr. Wituiams. May I interrupt just a moment to implement what I 
just, said, that the question of relevancy and pertinency must neces- 
sarily be determined by the committee itself in that respect. How- 
ever, I assure you that the committee, as I have stated before, has no 
desire unduly to embarrass anyone, to reflect upon anyone’s character, 
or to intrude upon any one’s privacy. 

However, as I have stated before, the committee is determined, 
resolutely so, to carry out the obligations and responsibilities whic h 
it shoulders under House Resolution 99, as amended. 

‘That answers your question. 

Mr. Jonnson. Yes,sir. Thank you. 

Mr. Lisuman. I was inquiring, Mr. Johnson, as to whether you 
could fix an appropriate date within which we could get this material. 

Mr. Jounson. Today is Thursday. 

The first part of next week I would think, possibly, we could have it 
practically all together. 

Mr. Lisuman. I dislike to remind you, Mr. Johnson 

Mr. Jounson. Maybe sooner. 

Mr. Lisuman. We thought on May 14 that we had worked out what 
I would call a cooperative arrangement which would expedite the 
furnishing of the material that is necessary to the subcommittee’s in- 
quiry, and, as far as we are concerned, the assurances we then received 
have not been lived up to. 

We would like to have a precise date this time. I think you have 
had the opportunity of giving us an approximation in the past, but 
I think the subcommittee is entitled to a little more definitiveness. 

Mr. Jounson. When we were down to Washington, Mr. Lishman, 
we agreed to have certain items prepared for you, which were pre- 
pared and finished a couple of days ago. Those are available right 
now. 

There are some other accounts you just mentioned here that I 
want to be sure that we don’t have or do have. Those we haven’t 
got. Those on the original subpena, I think, are practically all ready, 
and you could have those probably tomorrow. 

Mr. Lisuman. At this point I think I had better read an extract 
into the record from the letter of the Pilgrim National Bank of Bos- 
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ton, dated May 13, 1958, which deals with the subpena of May 7, 1958, 
served on Mr. Johnson. » In this letter the bank states: 

It is our purpose and intention to comply with the full scope of your com- 
mand, and we shall do so, hereby recognizing and acknowledging the continuing 
nature of the subpena until its commands have been fully complied with. 

Upon the completion of this first appearance on Wednesday, May 14, we 
respectfully request that you permit Mr. Johnson to take the records back 
with him. If you will kindly grant this request, we shall promptly prepare 
from these records a full, true, complete and correct transcript of all the 
entries therein pertaining to the person, companies, and subject matters indi- 
cated in the subpena, and shall certify it over the signature of a responsible 
officer of this bank, and shall send it to you as soon as we are able to complete 
this task by continuous and uninterrupted application to it. 

Also we shall await your instructions as to a continuance of your investigation, 
and shall appear at such time and place as you shall direct with such books, 
records, and documents as you shall require in keeping with the continuing 
force and effect of your subpena. 

Please be assured that all our existing records coming within the scope and 
effect of your subpena are permanent records of this bank, and all of them 
will be continuously preserved and remain continuously subject to your call 
under and pursuant to the continuing effect of your subpena. 

Is that a correct statement from your letter of May 13, 1958? 

Mr. Jounson. Yes, sir. We have that schedule prepared, sir. 
That is all prepared. 

Mr. Lishman. And when will you deliver such schedule ¢ 

Mr. Jounson. We will produce it for the subcommittee at any time 
you see fit ; right now, if you want it. 

Mr. Lisuman. We would like to have it right now. 

Mr. WituiaMs. In order to clear this in my own mind, Mr. John- 
son, what have you prepared, and what are you ready to submit to 
the committee at this time in response to the subpena which was 
served upon you? 

Mr. Jounson. Everything that we said we would do in this letter, 
sir; this schedule of various checks. That was agreed with Mr. Lish- 
man,I believe. Isn’t that right? 

Mr. Lisuman. It was also agreed that that was not complete com- 
pliance with the subpena. 

Mr. Jounson. Yes, but we are complying with everything we agreed 
todoatthat time. Isn’t that right, sir? 

Mr. Lisuman. I wouldn’t know until I see the papers that are to 
be submitted. 

Mr. Wotverron. Mr. Lishman, would it be possible for you to give 
me a copy of the subpena under which the witness is appearing today? 

Mr. LisuMan. Just the first one. 

Mr. Wotverton. Whatever it is. 

Mr. Burns. Mr. Chairman, may I have permission to address the 
Chair? 

Mr. Wo xverron. If I correctly understand the subpena, it shows 
me there is nothing in it that requires him to produce any particular 
record, but merely his personal appearance. 

Mr. Wituiams. This is the subpena under which he is appearing 
before the committee today. However, the original subpena, which 
was issued on his bank and served upon him as an oflicer of the bank, 
has been included, I understand, in the record of the hearing. I think 
perhaps that is the subpena to which Mr. Wolverton made reference. 

Do we have a copy of that available / 
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Mr. Wo tverron. In other words, I would like to make certain as 
to the subpena under which you are asking the witness to produce 
certain records. I ask that for the reason that I would lke to know 
to what extent he has complied with the request of the committee to 
produce records, 

Mr. Lisuman. To date there has been no compliance. 

Mr. Wotverton. Does that appear by his testimony ? 

Mr. Lisuman. Yes, sir. The letter of the 13th of May indicates 
what may be called a token compliance with ie subpena, in that Mr. 
Johnson, accompanied by another officer of the bank, and his counsel, 
came to Washington with two large books which contained entries re- 
lating to portions of the material 1 required in the subpena. 

Representations were made to the staff and to the subcommittee 
members through the staff that it would disrupt the business of the 
bank if the subcommittee insisted on keeping these large volume of 
records in Washington while we made a study of them to ascertain the 
pertinent entries relating to what we desired under the subpena. 

In order to accommodate the bank and not disrupt its affairs any 
more than was absolutely necessary, we agreed to permit Mr. Johnson 
to take those records back to Boston the same day he brought them 
down, on the understanding, however, that as soon as those particular 
volumes were brought back to Boston the staff of the bank would go 
to work and extract from those large volume the entires with which 
the committee is concerned. 

And it was also understood at our meeting in Washington that 
subsequent to the furnishing of these entries prepared by the bank 
in extract form the subecommittee’s staff member would have the op- 
portunity of going to the bank and inspecting the original record 
in order to verify that the extracts furnished by the bank were com- 
plete and accurate. 

Mr. Wotverton. If I understand the situation that is presented to 
us this morning, it is that, whatever agreement may have been made 
in Washington as you have indicated, there has not been a compliance 
with that agreement. 

Mr. Lisuman. Not as yet; that is correct. 

Mr. Wotverton. As a result of that, was there a subpena served 
on the witness to require him in a formal, technical, legal sense to 
produce those records that they had originally agreed to produce 
voluntarily ? 

Mr. Lisuman. The original subpena covered those records, Mr. 
Wolverton. 

Mr. Wo tverton. Is this witness appearing today under that origi- 
nal subpena ? 

Mr. ‘amieat iN. No, sir. We are attempting today to ascertain why 
the original subpena has not been complied with, and also while 
we are here we understand that one of the reasons advanced for failure 
to comply with the original subpena was that it was returnable only 
before a committee while it was sitting in official session. 

If that is one of the objections, we are now sitting in official session. 
We are prepared to receive these records, and we invite them to come 
in. 

Mr. Wotverron. Is that original subpena still effective? 

Mr. Lisuman. Yes, sir. It was of a continuing nature, and the let- 
ter of June 13 from the bank states that it recognizes that. 
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Mr. Wotverton. Is it agreed by the witness and by his counsel that 
the original subpena to which Mr. Lishman has just referred con- 
tinues to be effective today ¢ 

Mr. Burns. I am afraid, sir, that I cannot agree except that the wit- 
ness has written to this committee that he would consider the subpena 
to be a continuing one and at the time that he was in Washington 
with my partner 

Mr. Wotverton. If he agreed to that, do he and his counsel con- 
tinve to agree to it today? Or have they changed their minds and do 
not wish to comply with what they previously agreed ? 

Mr. Burns. Not at all, sir. 

Mr. Wuu1AMs. The point of continuity or the continuing character 
of the subpena is not in question ? 

Mr. Burns. Not at all. 

Mr, Wotverron. Are you here today prepared to comply either in 
whole or in part with the demands that were made in that original 
subpena ? 

Mr. Jounson. In part, sir. We are able to comply in part. 

Mr. Wiuu1aMs. That is as modified by the agreement between you 
and the counsel for the subcommittee? Is that correct? 

Mr. Lisuman. No. We insist on compliance with the original 
subpena. 

Mr. Burns. May I be heard, Mr. Chairman ? 

Mr. Wiuu1aMs. Counsel has been seeking recognition, and the Chair 
will be glad to recognize him. 

Mr. Burns. Thank you, Mr. Chairman. 

After Mr. Johnson brought the records back which were original 
bank records and which were kept in the bank, which bank is just 
across the street, if you please, the bank then undertook to compile a 
list of checks and records which were called for by the original sub- 
pena. That list was completed, I believe, 2 days ago. 

Two days ago I attempted to contact Mr. Lishman in Washington, 
but I was advised by his office in Washington that he had gone to 
Boston, Mass., or had gone to Massachusetts, and that they did not 
know where he could be reached. 

I have today with me the records which thus far we have been 
able to compile, and we intend to comply and conform fully and 
cooperate in every way legally that we can with this committee. 
That has been our position from the beginning, and it is still our 
position. 

Mr. Wotrverton. And are you prepared to offer them to the com- 
mittee for its record without any reservations whatsoever ? 

Mr. Burns. I am, sir, on the committee’s assurance that these are 
pertinent, of which I understand the committee to be the judge, and 
I am prepared to turn them over to them right now, sir. 

Mr. Wo tverron. Is there any reason why the committee could not 
pass on that subject ? 

Mr. Burns. I am prepared to acknowledge the committee’s right 
to pass upon it, sir. 

Mr. Wotverton. Let’s get down to it. 

Mr. Burns. I have them here. 

And may I have the record note, Mr. Lishman, that I give to you, 
as counsel for this committee, a list of certified checks beginning 
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January 13, 1950, and a list which contains nine pages. I hand you, 
sir—I deliver you this document. 

I am not unmindful of the fact that it has not been signed. Mr. 
Johnson is here and will sign it as an officer of the bank. 

Mr. LisomMan. We prefer to have it signed. 

Mr. Burns. That can be done. 

Mr. Lisuman. I would like to inquire whether this purports to be 
a full and accurate list of outstanding or canceled treasurer’s or 
cashier’s checks or certified checks. 

Mr. Jounson. There are two lists, treasurer’s and certified checks; 
to the best of my knowledge and belief, they are a true and correct 
copy of the list. 

Nir. LisuMan. Of the outstanding as well as the canceled ? 

Mr. Jounson. As well as issued ; yes. 

Mr. Lisuman. Mr. Chairman, I submit that at this time it is im- 
possible to ascertain whether or not this list is complete and accurate, 
and I would like to inquire whether the bank or either of the two 
banks represented here this morning will permit representatives of 
the subcommittee to verify from the “original records of the bank the 
completeness and accuracy of the information now furnished. 

Mr. WittiaMs. I think the question is: Would you be willing now, 
in order to verify this information, to give access to your records to 
a duly authorized staff member of the sube ‘committee, designated by 
the chairman, to inspect these books in order to determine the ac curacy 
and the completeness of the information which has been furnished 
to the committee ? 

Mr. Back. Mr. Chairman, as the representative of the Merchants 
National Bank, which is now the custodian of the records, we would 
be willing to comply with that request. 

Mr. Burns. May I inquire how you would like these to be authen- 
ticated by a bank officer? Is it all right if he signs or initials each 
page? How do you prefer it? 

Mr. McLaveuturn. Just sign the last page. 

Mr. Lisuman. I will address this question to both of the gentlemen, 
Mr. Johnson and Mr. Back: 

Will the records and writings which the subcommittee desires cover 
loans or other financial transactions to or with Mr. W. J. McDonald 
for which there was a collateral of over 29,900 shares of either Boston 
Port Development Co. or East Boston Co. stock and the authority 
that was given to both banks or either bank with respect to the sur- 
render of this collateral stock to Mr. Bernard Goldfine? Will your 
records include all documents and writings pertaining to the matter 
that I have just stated to you? 

Mr. Jounson. Is that included in the records that you asked us to 
submit to the committee on a subpena? 

Mr. Lisuman. No. I am now attempting to ascertain whether it is 
your position—and you were advised by counsel—that, with respect to 
the records and writings which I have just mentioned, the bank will 
require an additional subpena, and, if so, upon the issuance of that 
subpena, can we expect to get prompt compliance. 

(The witnesses confer with their counsel.) 

Mr. JoHnson. The question is will we submit records in connection 
with the loan, to whom did you say, sir? 
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Mr. Lisoman. W. J. McDonald, for which there was a collateral 
of over 29,900 shares of stock of either Boston Port Development Co. 
or East Boston Co. And, in addition, we want to know and have 
any records or writings whereunder the Pilgrim Bank released this 
collateral stock to Mr. Bernard Goldfine. 

(The witness confers with his counsel. ) 

Mr. Jonnson. I have no knowledge of that, Mr. Lishman, of a par- 
ticular loan. But, if we do have a record of any such loan as that and 
you furnish us with an additional subpena setting forth what you 

vant, we would be glad to comply with it. I have no knowledge of 
that particular loan, however. 

Mr. Lisoman. Mr. Johnson, didn’t the original subpena require the 
bank to produce all its records showing in which accounts or trans- 
actions Mr. Bernard Goldfine had any right, title or interest ? 

Mr. JoHnson. Yes, sir. 

Mr. Lisnman. And did not the bank surrender the 29,900 shares 
of stock to Mr. Bernard Goldfine? 

Mr. Jounson. I have no knowledge of it, sir. 

Mr. Lisuman. Is there anyone in the bank who does have such 
knowledge ? 

Mr. JoHnson. I do not know. 

Mr. Lisuman. Are there any records in the bank which would indi- 
vate that there was such a surrender of stock ? 

Mr. Jonnson. I can’t answer that without checking our records. 

Mr. WiriutaMs. Are you directing these questions to both of these 
gentlemen ? 

Mr. Lisuman. I am directing them primarily to Mr. Johnson, but 
I hope that Mr. Back, if he can throw any light on the situation, 
will not hesitate to do so. 

Are you familiar with the fact that in proceedings before the Se- 
curities and Exchange Commission there is testimony to the effect 
that these shares were surrendered by your bank to Mr. Bernard 
Goldfine? 

Mr. Jounson. No, sir. 

Mr. Lisuman. Do you contend that the subpena already served on 
you, calling upon you to produce records pertaining to accounts in 
which Mr. Goldfine has any right, title, or interest, is not broad 
enough to cover this transaction ? 

Mr. Jounson. MayI consult with Mr. Burns? 

(The witness confers with his attorney. ) 

Mr. Jounson. Mr. Lishman, that is a legal question, and I cannot 
answer it, sir. 

If you mean is the subpena broad enough to cover that, I really don’t 
know. 

Mr. Lisiaan. You have your counsel here, and the committee de- 
sires to obtain the records showing the authority under which the Pil- 
grim Bank purported to operate when it released these 29,900 shares 
of stock to Mr. Bernard Goldfine. 

Mr. Jonnson. This is all news tome. There was no request in the 
subpena for that. So I don’t know whether we had the loan, Mr. 
Lishman, or whether we didn’t have the loan. I know nothing about 
it, sir. 

Mr. Lisuman. Isn’t there any record in your bank showing that Mr. 
Goldfine had some right, title, or interest in and to this collateral stock ? 
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Mr. JoHnson. I don’t know whether there is or not, sir. 

Mr. Lishman. You mean that you have not attempted to comply 
with the original subpena by ascertaining all the accounts or trans- 
actions in which this man had a right, title, or interest. 

Mr. JoHNnson. Yes; we have made an attempt to. 

Mr. LisuMan. Do you mean to say that you have not found any 
records in the bank pertaining to the release of this collateral ? 

Mr. Jonnson. I haven’t personally, sir. 

Mr. LisumMan. Has anyone in the bank? 

Mr. JonHnson. I would have to check on that. 

Mr. LisHMAN. way is it that this record is something where you do 
not know whether or not it is within the scope of the subpena when 
the subpena asks ae records pertaining to whatever this Mr. Bernard 
Goldfine had a right, title, or interest in? How much more specific 
must we get ¢ 

Mr. Jounson. May I consult, please? 

(The witness confers with his counsel. ) 

Mr. Jonnson. Mr. Lishman, I have done the best I could to comply. 
I have no knowledge of it. If somebody else has knowledge in the 
bank about it, why, that’s their matter. I have no knowledge of that 
at all. 

Mr. Worverton. Mr. Lishman, may I ask a question there ? 

Mr. LisoMan. Yes, sir. 

Mr. Wo.tverton. You say you have no knowledge of it. Do you 
take the position that because you do not have knowledge of it no one 
else would have? 

Mr. Jounson. No, sir. 

Mr. Wotverton. Who would have if you do not have? 

Mr. Jounson. It would be any one of the employees or officers in 
the bank that would have that. 

Mr. Wotverton. Is not your position such in the bank that you 
could ascertain the answer to that question ? 

Mr. Jounson. Yes, sir; I could ascertain that. 

Mr. Wotvertron. What I am trying to avoid is running around to 
every officer of the bank asking him the same question. 

It would seem to me, with my knowledge of banks, that in your posi- 
tion you would be best able to get the answer to that question for the 
committee. 

Mr. Jonunson. I could, sir, but I don’t have it in my mind now. If 
I would have a record of just what you want, I would be glad to give 
it to you. 

Mr. WiuuiaMs. Let me remind the witness that the subpena was 
served upon Mr. Johnson as an officer of the bank, but the subpena 
was directed to the corporate entity, the bank itself. And once again 
permit me to say that the committee will appreciate any cooper ration 
that it may receive from the bank, and thus a in this morning’s 
hearing I think the bank has certainly evinced a desire to attempt 
to cooperate, at least. I trust that, with el to other matters 
which may arise in connection with this, the bank will be equally 
cooper ative. 

Mr. Jounson. Wesurely will. 

Mr. Lisuman. Mr. Johnson and Mr, Back, when may the committee 
expect to get these records showing the authority whereunder there 
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was a release of this collateral stock to Mr. Bernard Goldfine? Can 
we get it within a week? 

Mr. Jounson. I would say so if we had a record— 

Mr. Back. I was going to say that I think we certainly could pro- 
duce it in a week if the records of the Pilgrim reflect it, and I would 
assume that it probably could be traced. But I think that here the 
committee is probably raising some questions that the average bank 
oflicer might not be aware of in the relationship between Mr. Me- 
Donald and Mr. Goldfine. 

Mr. Lasuman. Mr. Back and Mr. Johnson, at the time of the release 
of this collateral stock Mr. J. W. McDonald, the apparent borrower, 
had died. I should think that any bank officer would know that an 
asset of a decedent should not be surrendered without at least either 
an administrator’s certificate or evidence of an executor’s authority 
to call it an asset of the estate. 

Didn’t the bank obtain any such document from either the executor 
or administrator of Mr. McDonald’s estate ? 

That is not a difficult question. 

Mr. Back. Sir, I have no knowledge of that loan. It took place 
apparently before our bank acquired ‘the Pilgrim, and what the re- 
lationship was I have no knowledge, and I don’t know to what extent 
the records of the Pilgrim Trust or the Pilgrim National may have 
reflected it. 

Mr. Lisuman. We still haven’t got the answer other than that with- 
in a week it is hoped that the records in this transaction will be sub- 
mitted to the subcommittee. 

Mr. Jounson. You are speaking on the McDonald matter ? 

Mr. Lisuman. Yes. 

Mr. Jounson. Yes. Is that the original thing you desire? 

Mr. Lisoman. Oh, no. 

Mr. Jounson. It isn’t mentioned in the original subpena. 

Mr. LetsumMan. We want everything that was mentioned in the 
original subpena. 

Do either of you gentlemen know whether the Pilgrim Trust has any 
records maintained by Mr. Allan Sturges that relate to Mr. Bernard 
Goldfine’s transactions with the Pilgrim Trust ? 

Mr. Jounson. I do not know, sir. 

Mr. Lisuman. You do not know whether there are such records? 

Mr. JouNnson. I do not know whether there are or not, sir. 

Mr. Lisoman. You do not know whether there are such records? 

Mr. Jounson. I do not know whether there are or not. 

Mr. Lisuman. Could you ascertain whether there are such records 
and advise the committee? 

Mr. Jonnson. Specifically just what do you mean? Records of 
personal transactions ? 

Mr. Lisuman. Mr. Sturges was an officer of the bank; is that 
correct ? 

Mr. Jonnson. Yes; he was the president of the bank. 

Mr. Lishman. Do you now have any records of Mr. Sturges in the 
files of the bank which might not be in the bank’s general “files that 
bear on Mr. Goldfine’s transactions with the bank? 

Mr. Jounson. I don’t have any, sir; no, sir. 

Mr. Lisoman. Do you know whether there are such records in the 


bank ? 
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Mr. Jounson. I do not. 

Mr. Lisoman. Could that be ascertained ? 

Mr. JoHnson. We can ask Mr. Sturges if he had any records, I 
suppose. We can contact him if there were any or are any. I know 
of none, sir. 

Mr. Lisuman. I have no further questions of these witnesses at 
this time. 

Mr. WiiuraMs. Mr. Lishman has indicated that he is through, at 
least for the moment, with the gentlemen presently before the com- 
mittee. 

I understand that Mr. Back has an appointment within a few 
minutes which he must keep. 

The time is a few minutes after 12 o’clock, and I think perhaps it 
is time for the committee to recess, but, before doing so, may I ask 
you gentlemen if it would be agreeable with se to return to the 
committee for possible further questioning at 2 o’clock, with the un- 
derstanding that we will not keep you but a few minutes. 

Mr. Back. Surely. 

Mr. Wiiutams. In the meantime the committee would like very 
much for you gentlemen to ascertain, if possible, the existence and 
availability of ‘the records which were discussed with you by Mr. 
Lishman. 

Mr. Burns. Mr. Lishman, I would like to have the date of it. 

Mr. Wuu1aMs. The committee will stand in recess until 2 o’clock 
this afternoon. 

(Whereupon, at 12:10 p.m., the committee recessed, to reconvene 
at 2 p.m., this same day.) 


AFTERNOON SESSION 


Mr. WiiuraMs. The committee will be in order. 

When the committee recessed at 12:10 p.m., we had on the stand 
Mr. Johnson of the Pilgrim Bank and Mr. Back of the Merchants 
Bank. 

Will these gentlemen resume their places at the witness table, 
please ? 

Mr. Lishman. 


TESTIMONY OF ALFRED JOHNSON, VICE PRESIDENT, MERCHANTS 
NATIONAL BANK; SAMUEL H. BACK, VICE PRESIDENT, MER- 
CHANTS NATIONAL BANK; ACCOMPANIED BY THOMAS D. BURNS, 
ATTORNEY AT LAW, BOSTON, MASS.—Resumed 


Mr. Lisuman. Mr. Burns, you said at 2 o’clock you were going to 
have with you the initial installment of material which is being sub- 
mitted in partial compliance with the subpena duces tecum served 
upon the Pilgrim National Bank. Do you have that material with 
you ? 

Mr. Burns. I do, sir. 

Mr. Lisuman. I would ask at this time that you hand this material 
over to the chairman, and that it not be incorporated in the record 
at this time; and subsequently, at a further public hearing, this ma- 
terial will be incorporated in the record at an appropriate place, in 
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context with other material that we have on the same subject matter. 

Mr. Witu1ams. The committee will be glad to receive the material 
for its files and for its disposition at the will of the committee at a 
later date. 

Mr. Burns. Mr. Chairman, I think that I ought to have the assur- 
ance of the committee of the pertinency of the documents which I 
have before me which have been somewhat described in the record, 
and the assurance of the committee that only those matters pertinent 
to the committee’s inquiry will be placed in the records of the 
committee. 

Mr. WiixiaMs. Mr. Burns, that assurance has already been given 
to the witnesses who are under subpena. The assurance has already 
been given that the committee will make public and will make use of 
only such material that is in the files which is handed over to the 
committee as the committee feels to be pertinent to the purposes of its 
investigation. 

Mr. Wotverton. May I interject there, Mr. Chairman? 

Mr. Witu1aMs. Mr. Wolverton. 

Mr. Wotverron. The request which has been made of the witness 
to produce certain information is based upon what the committee 
believes to be relevant. So that, if it is not relevant, it is only in 
that case that the understanding would prevail. 

But in the first instance we are receiving testimony, as I understand 
it, because we do not believe that it is relevant. 

I would not want anyone to think that we are just receiving this 
testimony without any thought whatsoever as to whether it was rele- 
vant or not, merely from the standpoint of ascertaining whether it is 
or not. 

We are of the opinion at this moment that it is relevant. Counsel 
for the witness has made the statement that there may be some parts 
of it that are not, but we have made the suggestion that if such does 
appear to the committee, upon further consideration, then they will 
give due recognition to that fact. 

Mr. Burns. May I answer you, sir? May I say something in 
addition ? 

Mr, Witii1aMs. Yes. 

Mr. Burns. The witnesses before this committee are officers of a 
bank. Certainly this committee appreciates that a bank is in a fidu- 
ciary capacity to its depositors. We must do everything we properly 

can to protect the interests and safeguard the rights of our depositors 
as far as the confidential nature of the relationship between any de- 
positor and the bank is concerned, and I don’t mean to cavil with the 
committee. I only mean to see that the bank discharges its obligation 
to the committee and also to the depositors. 

Mr. Wotverton. I can readily understand your position. 

It so happens that I am solicitor for what we consider a very large 
bank in New Jersey, and I can feel very easily the responsibility 
that you have in advising the officers to give what ordin: arily would 
be considered information of a private character that should not be 
given publicity. 

I can understand the position of the witness that he does not de- 
sire to, without proper safeguards, give out information of a private 
character, but you must realize that in this committee you have a 
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committee of Congress that has been appointed duly by a resolution 
passed by the House of Representatives that has laid upon it a cer- 
tain obligation and has given it certain duties to perform, and inci- 
dent thereto it has certain rights, and one of those rights is to re- 
quire witnesses to be present in person or to submit testimony that 
is relevant to the matter that is under investigation. We are seek- 
ing to do that. 

have tried to assure you that we are not trying to go beyond the 
bounds of what is right and just under those circumstances, and we 
want it to be understood that whatever the witness does do, what- 
ever information he does submit, he is doing so under the authority 
of this committee and because he has been required by the com- 
mittee to do it. We do not take it that it is a voluntary offer upon 
his part, but it is in compliance with the fulfillment of his duty to 
this committee under a subpena duly issued. 

Mr. Burns. Thank you for that very clear statement, sir. 

And we submit these in compliance, or partial compliance, at this 
time with the subpena that was earlier served on us and as to which 
the witness indicated his desire to consider a continuing one, and I 
submit the list of checks in accordance with the subpena which was 
served upon the witnesses. 

May I have, at an appropriate time, a receipt for those, if you 
please, in such form as you see fit to give us. 

Mr. Wriri1ams. Of course, we will have a receipt prepared for you 
in due form. 

Mr. Burns. I understand they are not in the record. 

Mr. Wiuuiams. They are not in the record ; you are right. 

I will instruct counsel for the committee to prepare a proper re- 
ceipt, and, if it is agreeable with the counsel for the witnesses, that 
receipt will be given to the witnesses as soon as it can be taken care 
of physically. 

The committee receives this for its files and in accordance with 
the statement made by the chairman and in accordance with the 
statement made by the gentleman from New Jersey, Mr. Wolverton. 
Thank you very much. 

Mr. Lishman. 

Mr. Listman. Mr. Johnson, does the Pilgrim Trust keep microfilm 
or photostatic or other copies of checks which have been drawn on 
any of the accounts specified in the subpena ? 

Mr. Jounson. No, sir. 

Mr. Lisuman. Has it ever kept either microfilm, photostatic, or 
other copies of checks on any of these ? 

Mr. Jounson. I don’t think we ever did. I am pretty sure we 
didn’t. Iam pretty sure we never have. 

Mr. LisumMan. Can Mr. Back state whether or not the Pilgrim files 
which are in the custody of his bank now, as I understand it, contain 
any such copies of checks ? 

Mr. Back. Not to my knowledge. 

Mr. Listrman. Could you verify that and advise the committee as 
to whether there are such copies in the file? 

Mr. Back. I will attempt to. 

Mr. Lisnman. Could you advise the committee one way or the 
other whether or not the files do or do not contain such copies? That 
could be done by letter addressed to the chairman of the subcommittee. 
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(The witness confers with his Sor: 

_ Mr. Back. Of course, I have no knowledge of what the Pilgrim did 
in the past, what their practice was, but I have seen none and I don’t 
think any such records were kept by them. 

Mr. Lisuman. Mr. Chairman, I think we should have a direct re- 
ply by letter addressed to the committee from each of the banks whose 
records have been subpenaed that they have not ever kept photostatic, 
microfilms, or other copies of any of the checks which pass through 
the accounts referred to in the proceeding. 

At present the way the record stands, each witness has testified that 
he has no personal knowledge concerning that, and I think that we 
should have a clearcut answer one way or the other on that point. 

Mr. Wiu1iaMs. Let me ask both of these gentlemen this question: 

You have stated that you did not have personal knowledge that 
such records had been kept. Do either of you know whether such 
records have been kept ? 

Mr. Jounson. No, sir. 

Mr. Wituiams. I ask you the direct question: Have such records 
been kept ? 

Mr. Jounson. Not to my knowledge, not to my knowledge. 

Mr. WitiiaMs. Do you give the same answers ? 

Mr. Jonnson. I would as far as the Pilgrim National is concerned. 
I have no knowledge. 

Mr. Lisuman. Do you have any such knowledge with regard to the 
Merchants Bank? 

Mr. Back. Of course, that would only date since the 12th of May. 
There we do keep photostatic records of certain checks. It depends 
on whether it is an out-of-Boston clearing or not. We keep photo- 
stats of out-of-Boston clearings, but not of the Boston clearing be- 
cause those checks can be had from the Boston banks. 

Mr. Lisuman. Again I submit, Mr. Chairman, that we should have 
letters from each of these banks stating whether or not they ever have 
kept copies of the checks passing through these accounts. 

Mr. Wu1aMs. I quite agree with you. 

I might remind you that these gentlemen are under oath. They 
are here as officers of the respective banks. 

I think perhaps I might ask Mr. Johnson one further question in 
that respect before we proceed to get into the matter that Mr. Lish- 
man discussed a minute ago. 

Mr. Johnson, are you speaking individually as a person or in your 
capacity as an oflicer of your bank when you state that, to your knowl- 
edge, such records have not been kept ? 

Mr. Jounson. Capacity as an officer of the bank. 

Mr. Wi1ams. Who in the bank, if anyone, would know whether 
such records have been kept ¢ 

Mr. Jounson. Our auditor would know, and probably other people, 
too, but I would have to check. 

Mr. WiiitaMs. Would you be willing, Mr. Johnson, to furnish the 
committee with a letter over your signature or the signature of some 
officer representing the bank, in the name of the bank, indicating to 
the committee whether or not such records have been kept ? 

Mr. Jounson. Yes, sir. 

Mr. WituiaMs. And, if so, where such records are now located ? 
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Mr. Jounson. Yes, sir. 

Mr. Wotverron. Mr. Chairman, may I ask one further question ? 

Mr. Wituiams. Mr. Wolverton. 

Mr. Wotvertron. What do you do with respect to the checks that 
have been paid? What disposition is made of them after they pass 
from your hands? 

Mr. Jounson. You are directing that to me, sir? 

When they are canceled, at the end of the month the checks are re- 
turned to the customers with their statement, canceled. 

Mr. Worverton. Then would you be in position, in connection with 
the letter that you have agreed to furnish, to give a statement that the 
checks which have been asked for have been returned to the depositors ? 

Mr. Jounson. The checks that were asked for ? 

Mr. Wotverron. Yes. 

Mr. Jounson. I don’t follow you on that. 

Mr. Wotverton. You take the money out on the basis of a check. 

Mr. Jounson. That is right, and those have been surrendered to our 
depositors on a monthly statement. 

Mr. Wotverton. That is what I want you to include in the letter, 
if you will. 

Mr. Jonnson. Yes. 

Mr. Wotverton. In other words, you do not have them, and, under 
the regular procedure of the bank, they were sent back to the depositor. 

Mr. Jonnson. Yes, sir. 

Mr. Wotverton. Would you have any record of what checks were 
sent back ? 

Mr. Jounson. The amounts of the checks we would. 

Mr. Wotverton. But not the name 

Mr. Jounson. Of the payee? No, we would not. 

Mr. Lisnman. Mr. Johnson, it is understood and it is clear to you 
that further compliance with the subpena already served on you is in 
order and will be accomplished ? 

Mr. Jounson. The first subpena you are talking about now ? 

Mr. Lisuman. Yes, sir. It is understood that you are going to 
comply with that subpena? ? 

Mr. JoHNnson. Yes, sir. 

Mr. Lisuman. And you are going to comply with it by sending the 
records and writings called for to the office of the chairman of the 
subcommittee at Washington, D.C. Isthat correct? 

Mr. Jounson. Sending them to you. 

Mr. Lisuman. Or delivering them. 

Mr. Jounson. May I speak to him just a minute? 

Mr. LisuMman. Yes. 

(The witness confers with his counsel.) 

Mr. Jounson. Do you want the originals or certified photostatic 
copies? We don’t like to let the originals go out and stay out of the 
bank. 

Mr. Lisuman. Mr. Johnson, the subcommittee will accept photo- 
static certified copies of the documents -alled for in the subpena. 

It is understood that this will include correspondence as called for 
in the subpena, and it is further understood that the original docu- 
ments will be preserved by the bank and be made available to the duly 
authorized representatives of the subcommittee to check and inspect 
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to verify that the certified photostatic copies are correct and what 
they purport to be? 

Mr. Jounson. The correspondence we don’t keep back as far as 
1950. 

Mr. Lisuman. Well, the correspondence that is available within the 
time specified in the subpena will be expected to be furnished; 5 years. 

We understand that Mr. Ross has already been informed at your 
bank that you do keep your correspondence for only a 5-year period. 
Is that correct ? 

Mr. Jonnson. It iseither four or five. I think it is five. 

Mr. LisumMan. We wish it for that period, for whatever period you 
keep them. 

Mr. Jounson. For the period that we have? 

Mr. Lisuman. Yes, sir; together with the certification that you 
have no other correspondence antedating the period you supply. 

Before the noon recess we were discussing the release of collateral 
stock by the Pilgrim Trust Co. to Mr. Bernard Goldfine, and during 
the recess we have examined certain testimony given on April 29, 
1958, in the local Federal district court in the case of George B. Hed- 
dendorf v. Bernard Goldfine (C.A. No. 56—356-W), and I ask Mr. 
Canavan, the clerk of the court—I don’t know whether he is present— 
to bring in a copy of the transcript of the hearing on that day, and I 
will read to you certain portions of that testimony and see if it cannot 
serve to help you refresh the recollection of Mr. Sturges and others in 
your bank concerning the manner in which this collateral stock was 
released and delivered back by your bank to Mr. Bernard Goldfine. 

Mr. Wiriu1ams. The transcript which has been requested is in the 
process of being procured for presentation here by the clerk of the 
court, and, pending receipt of that, I think perhaps it would be well 
for the committee to suspend for about 4 or 5 minutes. 

The committee will stand in recess for about 5 minutes, subject to 
the call of the Chair. 

(A brief recess was taken.) 

Mr. Witu1aMs. The committee will come to order, please. 

Mr. Canavan, will you stand and be sworn? 

Wall you raise your right hand, please, sir? Do you solemnly swear 
the testimony you are about to give this committee will be the truth, 
the whole truth, and nothing but the truth, so help you God ? 

Mr. Canavan. I do. 


TESTIMONY OF JOHN A. CANAVAN, CLERK, U.S. DISTRICT COURT, 
BOSTON, MASS. 


Mr. WriuiaMs. What is your official position ? 

Mr. Canavan. Clerk of the U.S. District Court for the District of 
Massachusetts. 

Mr. Witur1ams. Do you have under your jurisdiction certain files, 
stenographic records, and other records dealing with litigation which 
appears before that court ? 

Mr. Canavan. Yes, I do. 

Mr. Wiri1aMs. I hand you a document, Mr. Canavan, and ask you 
to identify that document for the record. 
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Mr. Canavan. This is volume 2 of the stenographic record of the 
hearing before Judge Wyzanski in this court in the case of George B. 
Heddendorf v. Bernard Goldfine and others, civil action No. 56-356-W. 

Mr. Wuu1aMs. What is the date of that ? 

Mr. Canavan. The date is April 29, 1958. 

Mr. Wiis. Is that duly certified ? 

Mr. Canavan. That is duly certified and filed with me in conform- 
ity with the provisions of title 28, United States Code, section 753. 
It is certified by Mr. Francis J. Hart, who is a court reporter of this 
court. 

Mr. Wuiu14Ms. Thank you. 

Mr. Lishman, do you have any questions? 

Mr. Lishman. Thank you very much, Mr. Canavan. 

Mr. Wiutuiams. Thank you. You are excused. 

(Witness excused. ) 

Mr. Wiix1aMs. Would Mr. Johnson and Mr. Back come back to the 
witness stand ? 

Mr. Lisuman. Mr. Burns has a request that he would like to make. 

Mr. Wiuu1aMs. The Chair recognizes counsel. 


TESTIMONY OF ALFRED JOHNSON, VICE PRESIDENT; SAMUEL H. 
BACK, VICE PRESIDENT, MERCHANTS NATIONAL BANK; ACCOM- 
PANIED BY THOMAS D. BURNS, ATTORNEY AT LAW, BOSTON, 
MASS.—Resumed 


Mr. Burns. Mr. Chairman, in order that there be no mistake, I 
want it to be perfectly certain what it is the bank is expected to do 
with reference to this committee. 

I understand that the committee would like from Mr. Johnson a 
letter from the bank that there are no microfilms or copies of checks 
passing through the accounts with respect to which the bank has 
received a subpena. 

Furthermore, you would like correspondence of the bank with 
reference to those accounts of the individuals and corporations which 
have been summoned, together with a certificate from the bank con- 
tained in the same letter that there is no correspondence antedating 
that correspondence of which photostats are furnished to the 
committee. 

Am I substantially correct there? 

Mr. Wiuu1aMs. Is that a proper statement ? 

Mr. Lisuman. Mr. Burns is substantially correct with one 
exception. 

I think the letter should include the fact as to whether the bank 
has ever kept such copies of checks in the past, and, if so, when they 
discontinued that practice. 

I believe, too, that it might be advisable to know whether the bank 
keeps or has ever kept copies of checks of customers in accounts other 
than the ones under subpena. In other words, I would like to verify 
that a special rule has not been made in this particular instance. 

Mr. Wiu1aMs. Does counsel understand the request ? 

Mr. Burns. I do indeed, sir. 

Now I would like further enlightenment, if I may, before we pass 
to the next thing. 

32090—59—pt. 9 —3 
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The subpena which I understand that the bank officers are operating 
under is one which is dated the 7th of May, signed by Mr. Harris, and 
in it it requests certain writings, accounts, books, papers, correspond- 
ence of Mr. Goldfine, and, in addition, on the back, the request is all 
records, books, papers, correspondence, et cetera, of 12 different organ- 
izations or corporations. 

_ I would like to know if the committee is in a position to particular- 
1z@, in view of the formidable undertaking, as to any of those named 
in the subpenas or any particular documents that it has in mind. 

Mr. Wiit1ams. Would counsel care to comment on that? 

Mr. Lisuman. Did we misunderstand the statement this morning 
that the bank already had the records on these various individual 
accounts all ready to be submitted ? 

Mr. Burns. Mr. Johnson would have to answer that. 

Mr. Jounson. They are not already set. We are in the process of 
getting them ready, though. 

Mr. Lisoman. How nearly ready are they ? 

Mr. Jounson. I would say it would take about a week now to get 
them complete ; a few days. 

Mr. LisuMan. Our recollection is 2 or 3 days. 

Mr. Jounson. All right; yes. 

Mr. Lisuman. In view of that, I don’t appreciate why this is such 
a formidable task. If we had testimony this morning that in 2 or 3 
days it can be complete, it doesn’t seem to be formidable. 

Mr. Jounson. We have to now photostat them, and it takes a long 
while to photostat all those voluminous bunches of papers that we 
have. It will take a little longer now, I think. 

Mr. Wixu1aMs. As I understand it, the counsel has asked for what 
might constitute a bill of particulars with respect to the papers being 
submitted. 

I might remind the counsel, as I am sure he already knows, that a 
legislative committee is not bound by the same stringent rules of pro- 
cedure or rules of evidence as would be applicable in the case of liti- 
gation before a court. 

This committee is meeting in the interest of carrying out its re- 
sponsibilities under a resolution of the U.S. Congress and in connec- 
tion with the promulgation or preparation of contemplated legisla- 
tion. Necessarily, the subpena must be broad in its scope in order 
that the committee may ascertain those parts of it which are directly 
pertinent to the purpose of this inquiry. That is the only way that 
this commitee can ascertain all of the facts which it is seeking, through 
the vehicle or through the process of a broad subpena. 

As I understand the precedents under the rules of the United States 
Code, rather broad subpena power is given to congressional commit- 
tees in this respect. 

I trust that the witnesses and their counsel will not seek to place a 
stumbling block in the path of this committee’s inquiry because of 
what it might term “technical questions of law.” 

The committee is clothed with the authority to conduct its investi- 
gations into every phase of activity that might bear upon the matters 
covered in the resolution giving birth to the committee. 

I might restate to these gentlemen, as they already know, that if 
refusal of compliance is forthcoming, there is the possibility of the 
penalty that ortinarily goes with such noncompliance. 
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At the same time, as I have stated earlier, this committee has made 
what it feels to be a reasonable and legal demand upon this corporate 
entity, and this committee intends to see to it that these records are 
made available to the committee insofar as they are pertinent to the 
work of the committee. 

I trust that I make myself clear. 

Mr. Burns. Perfectly. 

Mr. Witu1aMs. I recognize the counsel for the committee, to com- 
ment on the statement of the Chair, 

Mr. Lisuman. Mr. Burns asked questions which deal with the rele- 
vancy of the material which we are eliciting from the bank, and I 
would simply point out that we already have evidence in the files of 
the committee which indicates that, through these companies, substan- 
tial payments of money have been made to provide for what would be 
called very lavish entertainment of high public officials, high Federal 
public officials, and it seems to me that is a matter of extreme per- 
tinency and relevancy. 

I think it should be impressed upon the officers of the banks that we 
already have an independent investigation of these lavish expendi- 
tures which may well have been for the purpose of influencing govern- 
mental decisions by administrative commissions which were not con- 
sistent, with the public interest but with the private interest of one 
individual. 

Mr. Witurams. May [ add, Mr. Lishman, that these gentlemen thus 
far in this hearing have evinced a sincere desire to discharge their 
responsibility as good citizens. I trust that their questioning and 
these various points they are raising are whet might be termed “tech- 
nical questions,” and they are not with the intent of abandoning their 
desire to cooperate fully with the committee. 

Mr. Lisuman. Mr. Johnson, do you know a Mr. Allan H. Sturges? 

Mr. Jounson. Yes, sir. 

Mr. Lisoman. What position did he hold with the Pilgrim Trust 
Co. ? 

Mr. Jounson. He was the president of Pilgrim Trust Co. 

Mr. Lisuman. I call your attention to the fact that at page 183 of 
the transcript, which Mr. Canavan has just produced here in this 
hearing room, Mr. Sturges, in answer to questions, stated that he knew 
Mr. William J. McDonald, and he was asked : 

Did you make him a loan at any time secured by shares of the East Boston 
Co.? 

Answer. The Pilgrim Trust Co. did. 

Question. Doesn’t the Pilgrim Trust Co. or its successor have records showing 
that loan? 

Answer. Yes, sir. 

Question. Are we going to have them produced for us? 

Answer. We have them; yes, sir. 

Question. Do you have them with you now? 

Answer. Yes, sir. 

Question. Are they here in this room? 

Answer. Yes, sir. 

Question. Would you mind submitting them to the chairman of the com- 
mittee? 

Mr. Burns. Would you accept a photostat ? 

Mr. Winuiams. A certified photostat. 

Mr. Burns. It isn’t certified. We just got it about 3 minutes of 2. 

Mr. LisumMan. We will accept it. 
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Mr. Wititams. Do you certify that that is a true and correct photo- 
static copy of the document in your possession ? 

Mr. Jounson. Yes; we do. 

Mr. Lisuman. Mr. Chairman, the document submitted is a receipt 
for only 6,000 shares of stock, of which 2,260 shares were with the 
Boston Port Development Co., and 1,500 shares the East Boston Co. 
So that is not the complete documentation of the loan by the Pilgrim 
Trust to Mr. W. J. McDonald and its collateralization. Therefore, I 
don’t know whether we wish to accept an incomplete document. 

Mr. Wuu1a4Ms. I think the committee might accept it as partial 
compliance unless the witness would wish to comment upon the weak- 
ness of this compliance. 

Mr. Jounson. That is all we could locate, sir, this noon when we 
went out to lunch. 

Mr. Wituiams. Are you in position now to state categorically that 
there is not other evidence ? 

Mr. Jounson. No, sir. 

Mr. Witu1aMs. You cannot? 

Mr. Jounson. No; I cannot, not in the short time I had this noon. 

Mr. Wuuiams. If it should be determined that other similar docu- 
ments are in your files which complete this picture which has been 
described to you by Mr. Lishman, I presume that the bank would be 
willing to supply the committee with photostatic evidence of that ? 

Mr. Jounson. Yes, sir. That is what we understood that you 
wanted, though, when we went out. 

Mr. Lisuman. At this time, for the record, I would like to have 
incorporated a photosatic copy of what purports to be a receipt dated 
December 29, 1949, of the Pilgrim Trust Co. to the Strathmore Woolen 
Co., by M. Paperman, together with a photosatic copy of a letter from 
Mr. Allan H. Sturges, president of the Pilgrim Trust Co., to the 
Strathmore Woolen Co., dated December 30, 1949. 

It is understood that these documents do not completely embody the 
loan arrangement and the collateralization of the loan of Mr. W. J. 
McDonald. 

Mr. Burns. Mr. Chairman, on behalf of the bank, I would lke to 
suggest that we have no such understanding at this time. We have 
produced what we could find in the short time that we had, and 
whether it is complete or not we are not now in a position to say. 

Mr. Wiu1AMs. In view of the fact that the bank apparently has 
not completed its search of its files as related by the witness and his 
counsel, I think perhaps that it would be best for the committee to 
withhold judgment with respect to this particular item and whether 
or not full compliance has been made until these gentlemen have had 
a reasonable opportunity to effect full compliance. 

However, the committee does desire that the record shall be made 
complete. 

Mr. Lisuman. I have no further questions. 


Mr. WituraMs. Mr. Wolverton. a 
Mr. Wotverton. You have stated, Mr. Johnson, that this is all that 


you have knowledge of, that which has been introduced here as a 


photostatic copy. Is that true? 


Mr. Jonson. Yes, sir. 
I would like to know more in particular what more you want on that, 


what it is you really want. 
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Mr. Wo tverton. I will ask the chief counsel of the committee to 
make that information available to you, but in the meantime I want 
to ask this: 

You did not make a search of the records of the bank personally, 
did you ? 

Mr. Jounson. Today? Orany time? 

Mr. Wotverton. At any time, 

Mr. Jounson. No, sir. 

Mr. Wotverton. So that what you are testifying to today is based 
upon an examination that was made by someone else ¢ 

Mr. Jounson. Yes, sir. 

Mr. Wotverton. Who was that person ? 

Mr. Jounson. I assisted him—NMr. Gittins. 

Mr. Wotverton. What is his title? 

Mr. Jounson. His title now is assistant cashier and assistant 
comptroller of Merchants National Bank. 

Mr. Wotverton. Would he be the person who would be most likely 
to know the nature of that particular information ? 

Mr. Jounson. Of the records? He was in charge of the records 
in Pilgrim; yes, sir. 

Mr. Wotverron. Are you satisfied that he made as complete an ex- 

amination as it would be possible to make? 

Mr. Jounson. In the short time he had. 

He didn’t make a complete examination; no, because we only had 
about halfan hour. We had to do it hurriedly. 

Mr. Wotverton. The testimony you have just given is an indica- 
tion that, in your mind, he has not made a complete examination, as 
complete an examination as would be possible to make. Is that true? 

Mr. Jonnson. That is correct. 

Mr. Wotverron. So you give your testimony subject to that further 
examination which is to be made by him or yourself or some other 
perfectly responsible party ? 

Mr. Jounson. Yes, but that is what I understood from Mr. Lish- 
man that he wanted. I would like to know more in particular 
what else you want. 

Mr. Lisuman. Anything else pertaining to this loan, including 
correspondence or written memorandums and any other loan to 
Mr. McDonald where there was stock put up as collateral, which 
stock was eventually released by the bank to Mr. Bernard Goldfine 
or one of his companies whose names appear on the subpena that 
vou already have. 

I have no further questions. 

Mr. Witui1ams. Mr. Wolverton has a question. 

Mr. Wotverton. I would like to ask a question to more clearly 
understand this merger that took place between the Pilgrim and the 
Merchants. 

What are the correct corporate names of those two banks? 

Mr. Jounson. The correct name now is the Merchants National 
Bank of Bostoh. The Pilgrim National Bank of Boston is now 
in liquidation, in the process of liquidation, in the hands of a liqui- 
dating agent. 

The Pilgrim National took over the assets of the old Pilgrim Trust 
Co., which was State authorized. 
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Mr. Wotverton. Did the Merchants Bank, upon this merger being 
entered into, take over all the books and records of the Pilgrim Bank? 

Mr. Jounson. With the exception of the stockholders and the 
directors’ records; yes, sir. 

Mr. Wotvertron. When was that merger effective ? 

Mr. Jounson. That was May 9. 

Mr. Back. Yes, the close of business May 9, 3 :01 p.m. 

Mr. Wotverton. Of what year? 

Mr. Back. 1958, this year. It has been in effect about 3 weeks. It 

yas not in a strict sense a merger. It was an acquisition. The Mer- 
chants National Bank purchased certain of the assets and assumed 
the deposit liabilities of the Pilgrim National Bank. 

Mr. Wotverton. Did the arrangement that was made between the 
Merchants Bank and the Pilgrim Bank place in your hands—that is, 
Merchants Bank—all of the records previously held by the Pi lgrim 
Bank in connection with these matters of which the inquiry is being 
made ? 

Mr. Back. Such as they had available; yes. We had all the records 
of the Pilgrim National kept for the directors’ records and the stock- 
holders’ records of the Pilgrim National, which remain with the 
liquidating corporation. 

Mr. Wotverton. Of course, it is perfectly apparent that they only 
turn over what is available, and, as I understand it, they turned over 
everything that was available. 

Mr. Back. Right as far as it relates to accounts. 

Mr. Worverton. What is your position with Merchants? 

Mr. Back. Mine? I ama vice president of the Merchants National 
Bank. 

Mr. Wotverton. Were you formerly connected with the Pilgrim? 

Mr. Back. No, sir. 

Mr. Wotverton. Mr. Johnson, do you hold any position with the 
Merchants? 

_Mr. Jounson. I am a vice president of Merchants National; yes, 
sir. 

Mr. Wotverton. And you previously held an office with the Pil- 
grim? 

Mr. Jounson. Pilgrim National and: Pilgrim Trust Co.; yes, sir. 

Mr. Wotverton. What was your office? 

Mr. JouHnson. Vice president there, too. 

Mr. Wotverton. And you have a similar office now with the new 
setup ¢ 

Mr. Jonnson. Yes, sir. 

Mr. Wotvrrron. Are you in positicn then to certify to this com- 
mittee that all of the records of the Pilgrim Bank that were available 
were turned over to the Merchants and would now be in their 
possession ? 

Mr. Jounson. With the exception of the stockholders’ and the 
directors’ records; yes, sir, they were. 

Mr. Wotverton. That is all. 

Mr. Lisuman. Mr. Burns, I would like the record to show that we 
are giving you a receipt for the documents you turned over to us. 

Mr. Burns. May the record show my thanks. 

Mr. Lisuman. It is signed by the clerk of the subcommittee. 
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Mr. Burns. Thank you very much. 

Are these witnesses released from the summons to appear here in 
the courtrooms ¢ 

Mr. Witu1aMs. Until further notice. 

[ would like to express the committee’s appreciation to you gentle- 
men for your cooperation in the hearing today and in attempting to 
work this matter out in the interest of what we consider to be Gaus 
ment service. 

We feel that at least a partial compliance has been effected, and I 
am certain that there has been a meeting of the minds which will 
result in eventual full compliance, and the committee is very grateful 
to you gentlemen. 

Mr. Woiverton. Mr. Chairman, in view of the fact that the record 
is not as complete as the committee had wished it to be, but, as you have 
stated, there has been an effort made to comply with the information 
sought, as long as there are those portions of it that have not been 
complied with, , [ assume that the subpena will continue and that these 
gentlemen will be subject to the subpena to be recalled if and when 
the committee so desires. 

Mr. Wiiu1aMs. Oh, the subpena will be continued ; yes. 

Is Mr. Winthrop Scudder in the room ? 

Will you be sworn, Mr. Scudder. 

Do you solemnly swear the testimony you are about to give this 
committee will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Scupper. I do. 

Mr. WituraMs. The committee will take a brief recess. 

(A brief recess was taken.) 

Mr. Wiiu1aMs. Mr. Scudder, I believe you are represented by coun- 
sel. Would you identify your counsel for the record. 


TESTIMONY OF WINTHROP R. SCUDDER, BOSTON PORT DEVELOP- 
MENT CO.; ACCOMPANIED BY CHARLES W. BARTLETT, ATTORNEY 
AT LAW, BOSTON, MASS. 


Mr. Bartierr. My name, Mr. Chairman, is Charles W. Bartlett. I 
amaresident of Dedham. I practice law in Boston. 

Mr. WiitramMs. Thank you, sir. 

Mr. Lishman, you may proceed. 

Mr. Lisuman. Mr. Scudder, by whom are you employed ? 

Mr. Scupper. Boston Port Development Co. 

Mr. Lisuman. How long have you been employed by the Boston 
Port Development Co. ? 

Mr. Scupper. I have been in the office and been connected with the 
company since it was organized in 1928. I have been a direct em- 
ployee only for a few months. 

Mr. Lisoman. You have been a director and employee? 

Mr. Scupper. No, I was no director, but I have been connected with 
the company since it was organized in 1928. 

Mr. Lisuman. What duties do you perform for the Boston Port 
Development Co.? 

Mr. Scupper. I manage the office and try to make connections with 
brokers, and make sales of their real estate holdings, and collect any 
rents or anything a regular real estate office would have. 
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Mr. Lisuman. Who is the president of the Boston Port Develop- 
ment Co. ? 

Mr. Scupper. Clarence Tiechel. 

Mr. Lisoman. Do you perform your duties under his supervision 
and direction ? 

Mr. Scupper. I usually report anything I have or any prospective 
sales I have to make, I report them to Mr. Tiechel. 

Mr. Lisuman. Do you also perform your duties under the direction 
of Mr. Bernard Goldfine ? 

Mr. Scupper. I have to have Mr. Goldfine’s approval before I can 
put anything through. 

Mr. Lisuman. What is Mr. Goldfine’s connection with the Boston 
Port Development Co. ? 

Mr. Scupper. Well, I assume that he has some stock in it. I don’t 
have the stock records. So I can’t prove it. He performs the finan- 
cial end of the business. 

Mr. LisuMan. Why is it that you take orders from him if you don’t 
know exactly what his relationship is with the Boston Port Develop- 
ment Co. ? 

Mr. Scupprr. He has to approve everything before any deals can 
go through. 

Mr. Lisuman. Is he an officer or a director of the Boston Port De- 
velopment Co. ? 

Mr. Scupper. No, sir. 

Mr. LisHmMan. Has he ever been to your knowledge ? 

Mr. Scupper. No, sir. 

Mr. Wiiu1aMs. Mr. Lishman, may I make one inquiry here ¢ 

What type of business enterprise is the Boston Port Development 
Co. engaged in? 

Mr. Scupper. Real estate. 

Mr. Wuiu1ams. What is the character or nature of their business ? 

Mr. Scupprer. Real estate. 

Mr. WuruiaMms. Is it a corporation ? 

Mr. Scupper. Yes, sir; Massachusetts corporation. 

Mr. Witt1aMs. Does it deal in residential real estate ? 

Mr. Scupper. No, sir. 

Mr. Witi1ams. Or commercial ? 

Mr. Scupper. Practically all commercial. 

Mr. Witu1aMs. Thank you, sir. 

Mr. Lisoman. Do you attempt to make sales of its realty ? 

Mr. Scupper. Yes, sir. 

Mr. LisuMman. In the past year how much realty of the Boston Port 
Development Co. have you sold ? 

Mr. Scupprer. Very, very little. 

Mr. LisomMan. Could you give us an approximation ? 

Mr. Scupper. I couldn’t be sure of it, but say $10,000. 

Mr. Lisoman. Was that paid in cash? 

Mr. Scupper. Yes. 

Mr. Lisuman. And where was that property located that you sold 
for $10,000 ? 

Mr. Scupper. Small lots, scattered lots that have been in East Bos- 
ton and Revere. 
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Mr. Lisuman. And in the preceding year would you give us an ap- 
roximation of how much Boston Port Development land that you were 
instrumental in selling ? 

Mr. Scupper. Not over $10,000. 

Mr. LisuMan. Not over $10,000? 

Mr. Scupper. Not over $10,000. 

Mr. LisoMan. Who first employed you to work for the Boston Port 
Development Co. 

Mr. Scupper. Mr. Goldfine. 

Mr. Lasuman. Mr. Bernard Goldfine? 

Mr. Scupper. Yes, sir. 

Mr. LisomMan. When did he do that? 

Mr. Scupper. Shortly after Mr. McDonald’s death in 1948. 

Mr. Lisuman. Who is Mr. McDonald ? 

Mr. Scupper. Mr. McDonald was the president of the Boston Port 
Development Co., and my father-in-law. 

Mr. Lisoman. Under what authority did Mr. Goldfine, who was 
not an officer or director of the Boston Port Development Co., under- 
take to hire you as one of its employees? 

Mr. Scupper. I couldn’t answer; I don’t know. 

Mr. WiuraMs. What is that question again ? 

Mr. Lisuman. Will the reporter read the question ? 

(The record was read by the reporter.) 

Mr. WiriuiAms. What was the witness’ answer ¢ 

Mr. Scupper. I don’t know what authority. 

Mr. Laistiman. Do I understand your answer to be that “I do not 
understand under what authority.” ¢ 

Mr. Scupper. I said I did not know under what authority. 

Mr. Lisoman. You do not know ? 

Who pays your salary, Mr. Scudder ? 

Mr. Scupprer. At the present time it is the Boston Port Develop- 
ment Co. 

Mr. Lisnman. Who previously paid your salary ? 

Mr. Scupper. I was borrowing money each week from the Boston 
Port Development Co. until such time as they had money to be able 
to pay me for my services. 

Mr. Witx1ams. Would you repeat that answer again? 

Mr. Scupper. I was borrowing money each week from the Boston 
Port Development Co. until such time as they had money enough to 
pay me for my services. 

Mr. Witi1AmMs. You mean you were working for them 

Mr. Scupper. That’s right. 

Mr. Wrritams. With no salary, but you were borrowing money 
which you received in lieu of salary, which I presume you have to 
pay back. Is that right? 

Mr. Scupper. That’s correct. 

Mr. Wriut1ams. Then you, in a sense, were paying them for the 
privilege of working for them ? 

Mr. Scupprer. They owed me for my wages, for the work that I 
was doing for them. 

Mr. WitutaMs. And, instead of receiving it in the form of wages, 
you received it in the form of a loan ? 

Mr. Scupper. That’s correct. 
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Mr. Lisuman. Mr. Scudder, if the company could afford to loan 
you $100 a week for a period of nearly 5 years, why could they not 
afford to pay you for your serv ices ¢ 

Mr. Scupper. That’s what I would like to know. 

Mr. Lisuman. I want to ask you this: I have before me some fig- 
ures taken from the auditor’s report of the Boston Port Development 
Co. covering the period from May 15, 1950, to January 8, 1954, and 
in schedule 6 of this report of Benj: ymin Brown, auditor, Boston Port 
Development Co., I find this statement, and I am quoting—— 

Mr. Wiu1aMs. I am sorry. I will have to ask you to suspend for 
just a minute. 

The committee will stand in recess for what I hope is a maximum of 
3 or 4 minutes, subject to the call of the Chair. 

(A brief recess was taken. ) 

Mr. Lisuman. According to the record of the Boston Port De- 
velopment Co., you owe, in notes signed by you to that company, : 
total of $34,700 as of December 31, 1956. This total appears to be the 
sum of your salary at the rate of $100 a week. 

Is it correct that you signed notes totaling this amount ? 

Mr. Scupper. Yes, sir. 

Mr. LisumMan. Will you please describe how you were paid during 
this period from May 15, 1950, to 1956, and how each week you signed 
a note in the amount of $100 payable to the Boston Port Development 
Co. for whom you were working, which amount exactly reflected the 
wages that you thought you were earning? How did you do this? 

Mr. Scupprr. Each Fr iday I would receive a check in the mail for 
$100, and, with it, a note. 

Mr. Lisoman. And from whom did you receive this check in the 
mail ¢ 

Mr. Scupper. From Miss Paperman, the treasurer of the company. 

Mr. Lisuman. Treasurer of what company ¢ 

Mr. Scupprr. Boston Port Development Co. 

Mr. LisomMan. Were you ever paid on the account of any other 
company than the Boston Port Development Co. ? 

Mr. Scupper. No, sir. 

Excuse me. 

Prior to 1950, from 1948 until May 1950, I was paid the same rate 
by someone of the other corporations that Mr. Goldfine owned. 

Mr. LisomMan. You don’t recall the name of that? 

Mr. Scupper. I don’t recall the name of it. 

Mr. Lisnman. Was it Northfield Mills? 

Mr. Scupper. I couldn’t answer that. 

Mr. Wiii1ams. Were you working for that corporation at the 
time ? 

Mr. Scupper. No, sir. I was working for the Boston Port De- 
velopment Co. 

Mr. Lisuman. But another company paid your wages. Is that 
correct ¢ 

Mr. Scupprr. I borrowed it and signed a note for $100 a week. 

Mr. Lisoman. Mr. Scudder, fr ankly, I don’t understand how you 
borrow your wages. When you received each week the check for $100 

was it signed by Miss Paperman! d 

Mr. Scupper. Yes, sir. 
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Mr. Lisuman. What company’s name was on the check ? 

Mr. Scupper. Boston Port Development Co. 

Mr. LisumMan. Except for the period prior to 1948 ? 

Mr. Scupper. No. From the period 1948 to 1950. 

Mr. Lisuman. And when would you sign the note for the $100 ? 

Mr. Scupper. As soon as I received it. 

Mr. LisomMan. Would the note accompany the check ? 

Mr. Scupprr. Yes, sir. 

Mr. Lisoman. And did the check indicate that it was for your 
wages / 

Mr. Scupper. No, sir. 

Mr. WitiiAMs. May I ask one question at this point ? 

oa hat was the due date on these notes? Was it a date payable 1 

sar hence or 6 months hence? Was was the length of the note? 

Mr. Scupper. No due date on them. 

Mr. Wituiams. It was payable on demand ? 

Mr. Scupper. That is correct. 

Mr. Wituiams. Did it bear interest ? 

Mr. Scupper. No, sir. 

Mr. Wituiams. This note did not bear interest from either date 
or maturity / 

Mr. Scupper. No, sir. 

Mr. Lisoman. Was any attempt ever made to collect on any of 
these notes from you? 

Mr. Scupprr. No, sir. 

Mr. LisumMan. Do you report the $100 a week that you receive from 
Boston Port Development Co. as income in your tax return ? 

Mr. Scupper. I did, sir. 

Mr. LisumMan. But if it was a loan, I don’t understand why you 
should report the $100 a week as income. 

Mr. Scupper. I reported the notes that I signed in 1950. In 1956 
they were outlawed, and in 1956 I reported them as a debt or as salary 
received and paid an income tax on them. 

Mr. LisumMan. In 1950, Mr. Scudder, how did you report the $100 
a week that you were receiving from the Boston Port Development 
Co. ? 

Mr. SCUDDER. I didn’t report it in 1950. 

Mr. Lisoman. Did you report it as income in 1951 ? 

Mr. ScuppER. ‘No, sir. 

Mr. Lisoman. Did you ever report the $100 a week you received 
from the Boston Port Development Co. as income ? 

Mr. Scupper. I reported it in 1956—what I received in 1950. 

Mr. LishmaNn. You reported in 1956? 

Mr. Scupper. Yes, sir. 

Mr. Lisoman. W hat you had received in 1950? 

a Scupper. Yes, sir. I figured the notes were outlawed, and, 

, 1 had received that amount of sal: ary. So 1 reported it as income. 

Mr. LisHMan. Who told you these notes were outlawed ? 

Mr. Scupprr. My attorney. 

Mr. LisuMman. Isn’t it customary for the person to whom you owe 
the money to have a little voice in the question as to whether or not 
notes are or are not outlawed ? 

Mr. Scupprer. I don’t know. 

Mr. Lisuman. Did Mr. Goldfine tell you they were outlawed ? 
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Mr. Scupper. No, sir. 

Mr. Lisuman. Did his lawyer tell you they were outlawed? 

Mr. Scupper. No, sir. 

Mr. Lisuman. Well, what attorney told you they were outlawed? 

Mr. Barttert. I did. 

Mr. Lisoman. What date did you receive this word that they were 
outlawed ? 

Mr. Scupper. When it was time to file my 1956 income tax. 

Mr. Lisoman. Were the notes that you made in 1954 outlawed at 
that time? 

Mr. Scupper. No, sir. 

Mr. LisHman. How did you report those notes? 

Mr. Scupper. I haven’t reported the 1954 notes yet. 

Mr. Lishman. How did you report the $100 a week that you re- 
ceived in 1954? 

Mr. Scupper. Canceled indebtedness in my income tax. 

Mr. Liasuman. I am asking about the $100-a-week checks that you 
received. How did you enter them in your income tax return for 
1954? 

Mr. Scupper. [ didn’t. 

Mr. Wiiurams. Mr. Counsel, may I ask a question here? 

For the purpose of clarification. 

The witness has indicated that he was advised that these notes were 
outlawed. Do you mean that you were advised that the notes were 
noncollectible because the statute of limitations had become appli- 
cable ? 

Mr. Scupper. That’s correct. 

Mr. Wita1aMs. That is what you mean by the term “outlawed”? 

Mr. Scupper. Yes, sir. 

Mr. Witu1aMs. In connection with that, I presume that under the 
Massachusetts statute of limitations the statute would run some 6 
years. I presume that from what you have told the committee. 

Mr. Scupper. That is my understanding. 

Mr. Witurams. And on a note payable on demand it would run 
6 years from the date that the note was made. 

I would like to have your counsel advise me regarding that. 

Mr. Bartierr. Mr, Chairman, perhaps I should explain this deal, 
to shorten matters, if I may. 

Mr. Wiu1aMs. I think perhaps the deal should be explained by 
the witness who is under oath. I was inquiring with respect to the 
application of the statute of limitations in regard to these notes. 

Mr. Bartiert. It is our understanding that when—— 

M:. Wotverrox. What do you mean by “our”? 

Mr. Barrierr. My law firm. 

Mr. Woxverton. I thought maybe you included the witness. 

Mr. Bartterr. When the 6- year period had gone by without any 
action on behalf of Boston Port, then that obligation was outlawed, 
and thereafter the $100 which Mr. Seudder had received, or was re- 
ceiving 6 years later, was income, and, so, since the earliest note had 
been outlawed—I don’t know the exact dates—he has been showing 
the $100 per week as income right along. 

Mr. Wiu1ams. In other words, as ‘far as income tax goes, Mr. 
Scudder just got a 6-year holiday from the income tax? 

Mr. Bartterr. Yes; not intentionally. 
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Mr. WiutataMs. In 1958 he is paying taxes on income received in 
1952? 

Mr. Barttert. I think that is right. 

Mr. Wotverton. That is the first time I have ever known that debt 
could become income. 

Mr. Barrierr. Could I speak to that? 

Mr. Wotverton. Do you think it is necessary? I do not think it is. 

Mr. Barrierr. Well, you have to remember that he received each 
payday a note and a check, the check for $100 and a note. : 

Mr. Lisuman. Mr. Scudder, can you give us any reason why, if these 
notes were outlawed, even after they were outlawed, the company still 
continued to pay you $100 a week and take new notes that apparently 
were not outlawed? I just can’t understand any rhyme or reason 
in this arrangement. 

Mr. Scupper. I don’t know how I can explain it other than that is 
what we have been doing. 

Mr. Lisuman. That may be what you are doing, but what is the 
reason for it? 

Mr. Scupper. That I can’t explain. I don’t know. 

My original deal—maybe I can explain it this wa 

Mr. Lispman. Well, Mr. Scudder, didn’t you consider the check 
that you got for $100 as being compensation for your services to the 
Boston Port Development Co. ! 

Mr. Scupper. Partially. 

Mr. Lisuman, Partially? 

Mr. Scupper. I expected to get more than that for my services, and 
this was money that I was borrowing each week to live on until I 
could get paid what I was entitled to. 

Mr. LisomMan. Now I am confused. 

I asked you the question: “Did you consider the $100 a week that 
you received from the Boston Port Development Co. as compensation 
for your weekly services to that company?” and you answered, “Yes; 
that is correct.” 

Mr. Scupper. Yes. 

Mr. Lisoman. Why was it not recorded then as income if you so 
considered it as compensation for services? 

Mr. Scupper. Because I had to sign a note for it. 

Mr. Lisuman. Do I understand that it was a condition of paying 
you weekly wages that you must sign a note obligating you to repay 
it to the company for whom you were working? 

Mr. Scupper. That’s about what it was, 

Mr. LisuMan. Well, who made this, shall I say, rather bizarre 
employment arrangement with you? 

Mr. Scupper. Mr. Goldfine. 

Mr. Lisuman. Mr. Goldfine. 

At the time this arrangement was made with Mr. Goldfine con- 
cerning your $100-a-week compensation, which overnight changes into 
an obligation or a loan, just what was discussed with Mr. Goldfine 
when you entered into this arrangement ? 

Mr. Scupper. Mr. McDonald had just died, and I had to have money 
to live on, and he agreed to pay me from one of his other corporations, 
or loan me $100 a week until such time as the Boston Port Develop- 
ment could have money enough to pay me what I was entitled to. 
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Mr. Lisuman. How much did you consider you were entitled to? 

Mr. Scupper. At that time I thought I was entitled to about $150 
to $200 a week. 

Mr. Lisuman. It looks as though you were getting minus $100 a 
week. You actually performed services for this company, didn’t you, 
Mr. Scudder ? 

Mr. Scupper. Oh, definitely. 

Mr. Lisuman. Would you mind describing the services that you 
did perform ? 

Mr. Scupper. Well, I managed the office and talked with real estate 
brokers that came in, and tried to make sales of land. I looked after 
their complaints of property; went to East Boston many, many times 
to prospective buyers on sales. When the MTA took the big piece 
of our land in East Boston, I took all the trustees over there, and 
their attorneys and the appraisers. I was the only one that knew what 
land we really owned. Mr. McDonald had died, and I was the only 
one that knew what land we owned and where the boundaries were. 

Mr. Lisnman. Did you ever have access to the books of the Boston 
Port Development Co. ? 

Mr. Scupper. No, sir. 

Mr. Lisuman. As to these $10,000 sales of real estate which you 
participated in, do you know where the cash went for those sales? 

Mr. Scupper. Went to Miss Paperman. 

Mr. LisumMan. Miss who? 

Mr. Scupper. Miss Paperman, the treasurer. 

Mr. Lisoman. Did she issue you a receipt for such $10,000 ? 

Mr. Scupper. I don’t think so. 

Mr. Lisuman. And was it in cash? Was the $10,000 payment in 
cash ? 

Mr. Scupper. It was always sent to her by the attorney who passed 
papers, the person who represented the Boston Port Development Co. 
in their real estate transactions. When the deals were over, he would 
send Miss Paperman a check, statement of the income and expenses 
of the deal. 

Mr. Lisuman. Did you ever attend a closing of any of these real 
estate transactions ? 

Mr. Scupper. Oh, yes; many. 

Mr. Lisuman. Weren’t you present when checks were passed at the 
closing ? 

Mr. Scupper. They were passed to Mr. Ham, who was acting as 
attorney for the Boston Port Development Co. 

Mr. Lisuman. Is Mr. Ham living? 

Mr. Scupper. Yes. 

Mr. Lisuman. He is living? 

Mr. Scupper. Mr. Ham, Jr.,is; Harry Ham, Jr. 

Mr. Lisuman. Is he the person who attended as attorney in these 
matters? 

Mr. Scupper. He passed papers; yes, sir. 

Mr. Lisoman. Were you administrator of your father-in-law’s 
estate ? 

Mr. Scupper. Yes, sir. 

Mr. Lisnman. And your father-in-law was Mr. W. J. McDonald? 

Mr. Scupprr. Yes, sir. 
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Mr. Lisoman. Was he a partner of Mr. Bernard Goldfine? 

Mr. Scupper. No, sir. 

Mr. Lisuman. Had he participated in transactions with Mr. Ber- 
nard Goldfine? 

Mr. Scupper. Oh, yes; many of them. 

Mr. Lisuman. Had he been connected with them in the Boston Port 
Development Co. ? 

Mr. Scupper. Yes, sir. 

Mr. LisuMan. In what capacity ? 

Mr. Scupper. As Mr. McDonald was president of the Boston Port 
Development Co., and a director, and Mr. Goldfine had some stock 
in it, I suppose. He was not an officer or director of any nature. 

Mr. Lisuman. Did Mr. McDonald have stock in the Boston Port 
Development Co. ? 

Mr. Scupper. Yes, sir. 

Mr. Lisuman. Did he also have stock in the East Boston Co? 

Mr. Scupper. Yes, sir. 

Mr. Lisuman. Did Mr. Goldfine take an active interest in the Bos- 
ton Port Development Co.? 

Mr. Scupper. Yes, sir. 

Mr. Lisuman. Over how long a period did he take an active in- 
terest in it? 

Mr. Scupper. I would say from about 1939 on. 

Mr. Lisuman. Up to date? 

Mr. Scupper. Up to date. 

Mr. Lisnman. Do you know whether any dividends on the shares 
of stock of the East Boston Co. or the Boston Port Development Co. 
have been paid ? 

Mr. Scupper. As far as I know, they have never had any dividends 

aid. 
"i Mr. Lisuman. Do you know what compensation Mr. McDonald re- 
ceived for his active interest in the Boston Port Development Co. and 
the East Boston Co. ? 

Mr. Scupper. I do not. 

Mr. Lisuman. Were shares of the Boston Port Development Co. 
and the East Boston Co. among the assets of your father-in-law’s 
estate ? 

Mr. Scupper. Yes, sir. 

Mr. Lisrman. How many such shares were included in his assets? 

Mr. Scupper. At the time of his death or shortly after I could find 
only a few hundred shares. I didn’t know where the rest of the stock 
was, and I have been trying ever since to find it. 

Mr. Lisuman. How many shares of stock have you reason to be- 
lieve Mr. McDonald owned in the East Boston Co. ? 

Mr. Scupper. East Boston Co. ? 

Mr. Lisuman. I'll come to the other one later. 

Mr. Scupper. Mr. McDonald personally, about 8,999 shares. 

Mr. Lisoman. How many shares in the Boston Port Development 
Co. have you reason to believe that Mr. McDonald owned ¢ 

Mr. Scupper. About 4,000, I think. 

Mr. Lisoman. Do you know what the corporate records show as 
to Mr. McDonald’s ownership ? 

Mr. Scupper. I do not. 
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Mr. Lisuman. Have you ever made, as an administrator of his 
estate, any attempt to ascertain what the corporate records show as to 
Mr. McDonald’s ownership of shares of stock in either of these cor- 
porations? 

Mr. Scupper. Yes, sir. 

Mr. Lisuman. You describe what efforts you made in that direction, 
please. 

Mr. Scupper. I went to the State Street Trust Co. which is the 
transfer agent for the East Boston Land Co., and asked them if there 
were any stocks in Mr. McDonald’s name, and they gave me the num- 
ber, and I think it is 8,999. 

Mr. Lisuman. Do you know whether anyone else in the McDonald 
family owned shares of stock in either of these two companies ? 

Mr. Scupprr. Yes, sir. 

Mr. Lisoman. Who? 

Mr. Scupper. At the same time I found out from the State Street 
Trust Co. there were 5,000 shares in Mrs. McDonald’s name, 5,000 
shares in my first wife’s name, and 5,000 shares in each of my daugh- 
ters’ names. 

Mr. LisumMan. How many daughters do you have? 

Mr. Scupper. Two; making a total of 28,999 shares. 

Mr. Lisuman. Where is this stock now? 

Mr. Scupper. Mr. Goldfine has it. 

Mr. Lisuman. Mr. Goldfine has it? 

Mr. Scupper. Yes, sir. 

Mr. Lisuman. Where did he get it? 

Mr. Scupper. He got it from the Pilgrim Trust Co. 

Mr. Lisuman. As administrator of the estate of W. J. McDonald, 
who owned, as you say, nearly 12,000 shares of this stock, did you 
authorize the bank to release that portion of the stock to Mr. Goldfine? 

Mr. Scupper. Not to my aeaaiedlia 

Mr. LisomMan. You never authorized it? 

Mr. Scupper. Not to my knowledge. 

Mr. LisomMan. How could he go to the bank and take that stock? 

Mr. Scupprer. I wouldn’t know. 

Mr. Lisoman. Did you have any knowledge from the bank or any- 
one connected with it that these shares, totaling nearly 30,000 shares, 
were going to be released to Mr. Goldfine ? 

Mr. Scupper. No, sir 

Mr. Lisoman. Have you ever taken any action as administrator 
of your father-in-law’s estate to recover these shares? 

Mr. Scupper. Yes, sir. 

Mr. Lisoman. What action have you taken ? 

Mr. Scupper. I went to Mr. Sturges of the Pilgrim Trust Co to find 
out if Mr. McDonald had a loan and any stock of the East Boston 
Land Co. up as collateral, and he told me he did not; he would look 
it up. And he looked it up and called me back later and told me that 
there was a loan, and I asked him what became of the collateral, and 
he said that the records didn’t show. It was given to whoever paid the 
loan off. 

I then took it up with Mr. Goldfine, and he has them, and my at- 
torney with Mr. Goldfine’s attorney are in the process of making a 
deal that that stock will be returned to me. 








his 
3 to 
or- 


on, 


Te 
m- 


ld 


et 
OO 


rl _ 


=F 


= 


, 


REGULATORY COMMISSIONS AND AGENCIES 3345 


Mr. Lisuman. When was that deal initiated? When did people 
start doing this? 

Mr. Scupprer. Approximately 3 years ago. Maybe 2 years ago. 

Mr. Lisuman. You mean you have had your attorney working on 
this 3 years? 

Mr. Scupper. Two years. 

Mr. Lisuman. Of the approximately 30,000 shares of stock we 
have been discussing, how much do you hold as administrator of your 
father-in-law’s estate ? 

Mr. Scupper. I have no stock in the East Boston Land Co., and I 
have approximately 700 shares of stock in the Boston Port Develop- 
ment Co. 

Mr. LisumMan. You are talking in your capacity as administrator? 

Mr. Scupper. That’s right. 

Mr. Lisuman. Are you administrator or executor of the estate of 
any other person in the McDonald family ¢ 

Mr. Scupper. Just my first wife. 

Mr. Lisuman. And did she have 5,000 shares ? 

Mr. Scupper. Yes, sir. 

Mr. Lisoman. And was that included in the collateral at the Pil- 
grim Trust Co. which was released 4 

Mr. Scupper. Yes, sir. 

Mr. LisumMan. And with respect to the 5,000 shares for your daugh- 
ters, was that included in the collateral at the Pilgrim Trust Co. 
which was released ¢ 

Mr. Scupper. Yes, sir. 

Mr. LisHman. How old were the daughters at the time when this 
collateral was released by the Pilgrim Trust Co. to Mr. Goldfine? 

Mr. Scupper. I don’t know when it was released. I don’t know 
what year it was released to Mr. Goldfine. 

Mr. Lisuman. Were you daughters over 21 in 1948? 

Mr. Scupper. Yes, sir. 

Mr. Lisuman. Was the stock in the names of each of your daugh- 
ters? 

Mr. Scupper. Yes, sir. 

Mr. Lisuman. Have either of your daughters ever taken any steps 
to obtain this stock ? 

Mr. Scupprr. No, sir. 

Mr. Lisuman. Are you handling this matter for them ? 

Mr. Scupper. Trying to; yes, sir. 

Mr. Lisuman. Have you had any reason stated to you as to this 
2-year delay in your obtaining the stock in the names of your daugh- 
ters, wife, and of your father-in-law ? 

Mr. Scupper. No, sir. 

Mr. LisumMan. You had no reasons given to you ? 

Mr. Scupper. No, sir; just they haven’t gotten together yet. That’s 
all. 

Mr. Lisuman. Who hasn’t gotten together ? 

Mr. Scupper. The attorneys haven’t gotten together on how it will 
be handled. 

Mr. Lisuman. Well, have the attorneys had any meeting ? 

Mr. Scupper. Oh, yes, they have had several meetings. 

Mr. Lisoman. What did they discuss ? 
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Mr. Scupper. Getting the stock back into my hands. 

Mr. Wititams. Mr. Lishman, may I interrupt you just a moment ? 

I notice in the room throughout the day that there have been two 
stenographers apparently making a verbatim transcript of the testi- 
mony. 

No application, so far as I know, was made to the committee by 
anyone for permission to transcribe this testimony. It is within the 
discretion of the subcommittee to permit or refuse to permit this 
testimony to be transcribed in this fashion. 

Of course, the committee has an official congressional reporter 
here, and, for the sake of the record, geome 8 I think that the com- 
mittee will not have any objection, I do think that the committee 
should know the person who is causing this transcript to be made, 
and the name of the person who is transer ribing it. 

Would you have any objection to giving that information to the 
committee, please ? 

Mrs. Bargpont. No, sir. I will be very glad to give you any infor- 
mation that I have. 

Mr. Wiiuiams. Will you state your name, please, for the record. 

Mrs. Batgont. Lillian Balboni, and Mr. Burt. 

Mr. Witi1ams. What firm are you with ? 

Mrs. Batzgonr. Phil Burt at 31 Milk Street. 

Last evening we were called by the Herald-Traveler here and asked 
to report this hearing today on a daily-copy basis, and during the 
course of the day several other people have asked us for copies of 
the transcript. Offhand I can’t think of their names, but I have 
them written down, and, if you would like that information, I will 
furnish it to you. 

Mr. Wiiutams. Unless Mr. Wolverton wishes to raise the point, I 
certainly do not think the committee has any intention of refusing 
to permit this to be done, but I did feel that the committee should 
know who was causing this transcript to be made. 

[ might state that it is quite irregular for anyone to request that 
a transcript be made of a congressional committee hearing without 
consulting the committee for its permission prior to sending a re- 
porter over here. 

The committee will permit this transcript to be made, but I would 
like to state here and now for any who may have the same idea in 
the future that it would be well to consult ‘with the committee and 
obtain permission from the committee in accordance with the rules 
of the House before this transcript is made. 

In this instance the committee will permit this to be done. 

I notice that another reporter also has been making notes, and I 
presume that he is with the same firm that you are. 

Mrs. Barzont. Yes, sir. We are running daily copy, and when 
he is dictating I am taking it down, and vice versa, 

Mr. Witu1ams. For the committee’s information, would you give us 
his name? 

Mrs. Batront. Yes, sir. Lou Petersen, of the same firm. 

Mr. WiittaMs. May I state that the committee has no objection in 
spite of the fact that the courtesy of an inquiry was not made in this 
instance. 

Mr. Lishman, I am sorry. 
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Mr. Lisuman. Mr. Scudder, do you know whether Mr. W. J. Mc- 
Donald owed on notes to the Boston Port Development Co. ? 

Mr. Scuppver. I do not. 

Mr. LisHMAN. You were administrator of his estate? 

Mr. Scupper. Yes, sir. 

Mr. Lisoman. Has that administration been concluded? 

Mr. Scupper. No, sir. 

Mr. LisuMan. Has the Boston Port Development Co. ever presented 
any demand upon you as administrator to pay up on any note? 

Mr. Scupper. No, sir. 

Mr. Lisuman. Do you know that the books of the Boston Port De- 
velopment Co. show that notes totaling $48,750 were signed by William 
J.McDonald ¢ 

Mr. Scupper. I have been told that, yes, sir. 

Mr. LishmMan. Who told you that? 

Mr. Scupper. I think I saw it in the photostatic copy that was filed 
with the SEC. 

Mr. LisoMan. But no one from the Boston Port Development Co. 
has approached you as administrator in an attempt to collect on those 
notes ¢ 

Mr. Scupper. No, sir. 

Mr. Lisuman. Did any papers or records of Mr. McDonald show 
that he owed these notes or owed anything to the Boston Port De- 
velopment Co. ? 

Mr. Scupper. Nothing that I could find. 

Mr. Lisoman. Did you have access to all of Mr. McDonald’s papers 
after his death ? 

Mr. Scupper. Yes, sir. 

Mr. Lisoman. And you found nothing in there to indicate that he 
owed money to the Boston Port Development C o.¢ 

Mr. Scupper. No, sir. 

Mr. Lisuman. Mr. Scudder, when you say this paper of the SEC, 
which you said brought to your attention the fact that a claim was 
made that Mr. McDonald owed money to the Boston Port Develop- 
ment Co. on notes, did you make any effort to find out from the Boston 
Port Development Co. whether that was a fact ? 

Mr. Scupper. I did not. 

Mr. LishmMan. You did not go to Miss Paperman or Mr. Goldfine 
or anyone connec e with the company and ask to see the notes? 

Mr. Scupper. I did not. 

Mr. LisumMan. Didn’t you believe it was your duty as an administra- 
tor of the estate to ascertain not only the assets but also the debts of 
the estate? 

Mr. Scupper. That is what I have been trying to do. 

Mr. LisHMan. What better way would there be than to go directly 
to the Boston Port Development Co. and ask them the question, “Show 
me the note” ? 

Mr. Scupper. There wouldn’t be any better way, probably. 

Mr. Lisoman. Why has it taken 10 years, taken all this time, to ask 
a question as simple as that? 

Mr. Scupper. I just left it up to my counsel to take whatever action 
was necessary. 

Mr. Witx1aMs. What was that? 
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Mr. Scupper. I left it up to my counsel to take what action was nec- 
essary. 

Mr. Lisuman. What action has your counsel taken in that regard ? 

Mr. Scupper. None that know. I don’t know. 

Mr. Lisuman. Has he ever written a letter to the Boston Port De- 
velopment Co. inquiring as to the amount of any indebtedness of Mr. 
W.J.McDonald ¢ 

Mr. Scupper. I wouldn’t know. 

Mr. Lisuman. Has he ever written any letter inquiring as to whether 
or not the Boston Port Development Co. owed Mr. McDonald 
anything ? 

Mr. Scupper. I think he has taken it up with their counsel. 

Mr. Lisuman. He has taken what up? 

Mr. Scupper. Whether there was money owed one way or the other, 
with the counsel. 

Mr. Lisuman. Did he receive an answer ? 

Mr. Scupper. I don’t know. Iam notsure. 

Mr. Lisuman. How long ago did your counsel take that up with the 
attorney for the Boston Port Development Co. ? 

Mr. Scupper. Three or four years ago. 

Mr. Lisuman. You don’t know whether he has received an answer 
as yet ? 

Mr. Scupper. No, I do not. 

Mr. Lisoman. Was your counsel ever employed by your father-in- 
law, Mr. McDonald. 

Mr. Scupper. No, sir. 

Mr. Lisoman. Was he ever employed by Mr. Goldfine ? 

Mr. Scupper. No, sir. 

Mr. Lisuman. Was he ever employed by the Boston Port Develop- 
ment Co. ¢ 

Mr. Scupper. No, sir. 

Mr. Lisman. When Mr. Goldfine hired you on behalf of the Boston 
Port Development Co. what did he say to you? 

Mr. Scupper. The gist of it was that I was the only one that knew 
what the company owned in the way of real estate, and would I be 
willing to stay on and run the office and help in trying to make sales, 
and could we make some arrangement by which I would stay there 
and run the office. 

Mr. Lisuman. At that time was it agreed that you would get $100 
a week for your services / 

Mr. Scupper. I was to receive $100 on account. 

Mr. Lisuman. On account ? 

Mr. Scupper. On account so that I would have money to live on 
until such time as they were able to pay me what they thought I was 
worth. 

Mr. LisumMan. Who controls the Boston Port Development Co. / 

Mr. Scuppver. Well, Mr. Goldfine. 

Mr. Lisuman. Does Mr. Goldfine make all the financial decisions in 
that company / 

Mr. Scupper. As far as I know, he does. 

Mr. Lisumaan. Whocontrols the East Boston Co. ? 

Mr. Scupper. I don’t know anything about the East Boston Co. 
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Mr. Lisuman. Mr. Scudder, how did Mr. McDonald get his stock in 
the Boston Port Development Co. if he had no interest in the East 
Boston Co. ¢ 

Mr. Scupper. I really don’t know how. That was back in 1928, and 
I don’t know anything about how it was handled. 

Mr. Lisnman. You testified earlier you were connected with the 
company. 

Mr. Scupper. I came in as a director in the company. 

Mr. LisHMAN. In what year? 

Mr. Scupper. Nineteen hundred and twenty-eight, right after it was 
organized. I wasnot one of the original 

Mr. LisomMan. Do you know how Mr. McDonald acquired his stock 
in the Boston Port Development Co. ? 

Mr. Scupper. I do not. 

Mr. LisuMan. Is there anything in his papers to show how he 
acquired that stock ? 

Mr. Scupper. There is not. 

Mr. Lisuman. Are you still getting $100 a week from the Boston 
Port Development Co. ? 

Mr. Scupper. Yes, sir. 

Mr. Lisuman. Are youstill signing notes? 

Mr. Scupper. No, sir. 

Mr. Lisoman. When did you stop signing the notes? 

Mr. Scupper. First of April, this year, 1958. 

Mr. LisumMan. Why ? 

Mr. Scupper. Because I made a new arrangement with Mr. Goldfine 
that he was to pay me $125 a week as salary and take out a withholding 
tax and social security. 

Mr. Lisuman. Do you know whether that had anything to do with 
pending litigation ? 

Mr. Scupper. I donot. 

Mr. Lisuman. If you owe $30,000 in notes why is it that the com- 
pany is now paying you $125 a week? Why aren’t you paying the 
company on account of the notes that you owe ? 

Mr. Scupper. Because I feel the company owes me a lot more money 
than the face value of those notes. 

Mr. LisumMan. Do you believe that the statute of limitations has 
run on the debt owed by the company to you? 

Mr. Scupper. It has on the years prior to 1952. 

Mr. LisHMAN. So we have the statute of limitations working both 
directions here, and meanwhile, as I understand it, for a period of 
years you have been getting $100 a week in the mail, and, in the same 
mail, a note accompanying it for $100 which you signed and returned 
to Miss Paperman. Isthat correct ? 

Mr. Scupper. That’s correct. 

Mr. LisumMan. Was it a formal note that always read the same? 

Mr. Scupper. Yes, sir. 

Mr. Lisnman. All for no interest, and was payable on demand ? 

Mr. Scupprr. That’s right. 

Mr. Lisuman. And now, beginning as of April, you are getting 
$125 a week, but the note is no longer included in the envelope enclos- 
ing the check ? 

Mr. Scupper. That is correct. 
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Mr. Lisuman. I have no further questions to ask of the witness at 
this time, but it may be that we will require further testimony from 
this witness. 

Mr. WiiiaMs. Permit the Chair to make the observation that the 
testimony this afternoon has revealed one of the most fantastic finan- 
cial manipulations that I presume has taken place in the United States 
since Mr. Mack last saw Mr. Whiteside. It is amazing. 

Mr. Scudder, did you consider this $100 a week to be salary to be 
paid to you by the Boston Port Development Co. ? 

Mr. Scupper. I considered it on account of salary. 

Mr. Winutams. Would you explain that ? 

Mr. Scupper. I meant that I expected that I was going to get. more 
at some future date, but the company didn’t have the money in the 
till to pay me any more, and, so that’s all I was getting at the present 
time. 

Mr. Wiuu1ams. However, at the same time you were acknowledging 
an indebtedness of $100 a week to the company, which means that, i in 
reality, you were working without salary ; does it not? 

Mr. Scupper. That’s correct. 

Mr. Witu1aMs. It istoo deep for me. 

Mr. Bartierr. Mr. Chairman, could I make a statement ? 

Mr. Wiu1aMs. Yes, sir. 

Mr. Barrierr. Maybe it is because I have been familiar with this 
transaction for some time that I don’t react as you do to it. But the 
fact is, as he has testified, that on the death of his father-in-law Mr. 
Goldfine stated that these notes would be given weekly and the money 
would be paid weekly, and that has gone on down to date. 

When the period came that the statute had run we saw to it that 
Mr. Scudder reported it as income. I don’t think, certainly as far as 
Mr. Scudder was concerned, that it was an attempt to fool or defraud 
anybody. 

That's the way it was and that’s the way he got along. 

Mr. Wituiams. I certainly cannot see any fraud on the part of Mr. 
Scudder. I cannot see any attempt to defraud anybody if he is work- 
ing for nothing. 

Mr. Bartierr. He was working for $100 a week, and the deal was 
that at some later time it would be adjusted and the notes forgiven. 

Mr. Witutams. Let me ask Mr. Scudder this question : 

Mr. Scudder, during this period of time when you were signing 
these notes were you carried on the books of the Boston Port. De- 
velopment Co. as an employee? 

Mr. Scupper. Carried on the books? 

Mr. Wituiams. Yes. 

Mr. Scupprer. No, sir; never seen the books. 

Mr. Witi1ams. Asan employee? 

Mr. Scupper. No, sir; I don’t know how it was entered on the books. 
T have no idea. 

Mr. Wiuu1ams. Did you have a social security number at this time? 

Mr. Scupper. Yes, sir. 

Mr. Wiuiu1aMs. You did have a social security account ? 

Mr. Scupper. Yes, sir. 

Mr. Witu1AMs. Did you report this as income for purposes of social 
security ? 
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Mr. Scupprer. Not during the time I was signing the notes. 

Mr. Wituiams. Did you ‘list this period of time as creditable time 
under the Social Security Act in order to receive the benefits of social 
security at some later date ? 

Mr. Scupper. No, sir. 

Mr. WrturAMs. Then, as far as social security is concerned, your 
account is a complete blank ? 

Mr. Scupper. Yes, sir. 

Mr. Witut1aMs. Up to and until April of 1958 ? 

Mr. Scupper. That’s right, sir. 

Mr. Witu1ams. Do you know whether the company complied with 
the law with respect to carrying you and its other employees on a 
regular social security account ? 

Mr. Scupper. I wouldn’t know, sir. 

Mr. Wituiams. Would it be fair to say that as an employee of the 
company your duties consisted solely of just being there ? 

Mr. Scupper. I think that the girl in the office was carried on social 
security, and everything was t: aken care of. I never saw her checks 
because they came direct to her, but I am quite sure that social security 
and withholding tax were t taken out of her w ages. 

Mr. WituraMs. Out of her wages? 

Mr. Scupper. Her wages; yes, sir. 

Mr. Wi11ams. However, so far as you know, no social security 
taxes were paid, nor income reported for you during that period 
of time? 

Mr. Scupper. As far as I know, there was none. 

Mr. Lisuman. Do you know whether the company made payments 
under the Massachusetts workmen’s compensation statute for your 
services ¢ 

Mr. Scupper. I do not. 

Mr. Lisoman. Did you regard yourself as an employee of the 
Boston Port Development Co. ? 

Mr. Scupper. Yes; certainly. 

Mr. Lisuman. Did you work for any other company while you 
were working for the Boston Port Development Co. ? 

Mr.Scupper. No, sir. 

Mr. Lisuman. You had no other employment ? 

Mr. Scupper. No other employment. 

Mr. Lisuman. And did you have sufficient independent income from 
this salary to have lived — 4 

Mr. Scupper. Well, I did personal real estate as a broker myself 
on the side, but not as an employee of any other company. 

Mr. LisumMan. Were you employed as office manager of the Boston 
Port Development C o0.? 

Mr. Scupper. I would say that; yes, sir. 

Mr. Witi1ams. Mr. Wolverton. 

Mr. Wotverron. Mr. Chairman, I doubt that there is anything I 
could ask that would be helpful in understanding this transaction any 
better than we do at the present time. 

There has been an old saying that when a thing was intricate and 
difficult to understand it would have to be turned over to a Phila- 
delphia lawyer, but if anybody can explain this satisfactorily I will 
say that they would take the credit aw ay from a Philadelphia lawyer, 
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and that would then be referred to as somebody else other than a 
Philadelphia lawyer who presents the ability to unravel the unusual. 

When was this company incorporated ? 

Mr. Scupper. 1928. I assume you mean the Boston Port Develop- 
ment Co. 

Mr. Wotverton. Yes. 

Mr. Scupper. 1928. 

Mr. Wotverton. By whom ? 

Mr. Scupper. Well, Mr. McDonald was the one who fathered it. I 
don’t know who the lawyer was that actually 

Mr. Wotvertron. How much was the capitalization ? 

Mr. Scupper. I don’t know. 

Mr. Wiu1ams. How many shares of stock were issued ? 

Mr. Scupper. I wouldn’t know. 

Mr. Wiru1ams. What wasthe par value of the stock ? 

Mr. Scupper. I don’t know. I don’t know anything about it. 

Mr. Wiiu1ams. Was the stock paid for that was in the hands of 
stockholders ? 

Mr. Scuppver. I don’t know. 

Mr. Witt1ams. How many stockholders were there ? 

Mr. Scupper. I wouldn’t know, sir. 

Mr. Witu1ams. Who kept the books ? 

Mr. Scupper. The treasurer. 

Mr. Wiuirams. Who was the treasurer ? 

Mr. Scupprer. Mildred Paperman. 

Mr. Wiixtams. Was she paid in the same way that you were? 

Mr. Scupper. I don’t know whether she ever was paid anything or 
not. 

Mr. Wuu1aMs. Did she get notes? 

Mr. Scupper. I don’t know. 

Mr. Witurams. To whom are your notes made payable? 

Mr. Scupper. Boston Port Development Co. 

Mr. Witutams. Was there any money paid into the corporation ? 

Mr. Scupper. All I know is when we sold a piece of real estate the 
money went into the treasury. That’s all I know, or it was sent to the 
treasurer. 

Mr. Wiiu1ams. What was the amount that would go in on the aver- 
age year by year? 

Mr. Scupper. It would vary materially. About 3 years ago one 
deal was $115,000. About 5 years ago there was a transaction that 
was $175,000. But over every year the next 2 years might be very 
little. It varies. 

Mr. Witu1aMs. In what years was the company so lush as to get the 
amount you have just mentioned into its treasury ? 

Mr. Scupper. About 3 years ago. 

Mr. Wuuiams. And they were still paying you with a check and 
taking back a note? 

Mr. Scupprer. That’s right, sir. 

Mr. Wiu1AMs. Was that money that had come in on those two 
large payments that you have just made reference to still in the 
treasury, or had it been withdrawn ? 

Mr. Scupper. I tried to find out then why I wouldn’t be taken care 
of and have the thing changed the way it should be, and I was told 
all that money had to go for back taxes. 
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Mr. Witi1ams. Did you know any back taxes that were due? 

Mr. Scupper. I didn’t. 

Mr. W ee Did you so tell them? 

Mr. Scupper. I said I didn’t know anything about the tax bills. 

Mr. ae Did you tell them that you had no knowledge of 
any taxes? 

Mr. Scupper. That’s right. 

Mr. Witiu1ams. Who told you it had to go for back taxes? 

Mr. Scupper. I think it was Mr. Goldfine. 

Mr. Wuutams. Did he assume the responsibility of paying the 
taxes ? 

Mr. Scupper. I suppose he did. 

Mr. WILLIAMS. Did he do it by drawing a check on the company 
treasury ¢ 

Mr. Scupper. I assume so. I have never seen the checkbook or the 
books. So I don’t know how it was done. 

Mr. WituraMs. Let me see if I can find out a little bit more definitely 
just what your duties were. 

Did you have a desk ? 

Mr. Scupper. Oh, yes. 

Mr. WituiaMs. Was there anything on it? 

Mr. Scupper. Yes, sir. 

Mr. WituraMs. And you were in back of it ? 

Mr. Scupper. Yes, sir. 

Mr. Wituiams. What did you have on it that required your atten- 
tion ? 

Mr. Scupper. Mail and letters. 

Mr. Wira1AMs. Letters of what ? 

Mr. Scupper. Inquiries that would come into the company for dif- 
ferent things, or bills that would come in. 

Mr. Witu1ams. What kind of bills? 

Mr. Scupper. Bills for rent or for the rent of the office space, or 
bills for supplies, or anything else. 

Mr. Witui1amMs. W hy would those bills come to you for your atten- 
tion if you weren’t the bookkeeper or the treasurer ? 

Mr. Scupper. Because 1 Court Street is the address of the company, 
and all the bills and communications come there. But the treasurer is 
up at 35 Kneeland Street. So they would come to me, and I would 
have to send them to her. 

Mr. Witi1aMs. But you would open them before you sent them? 

Mr. Scupper. That’s right. 

Mr. Witu1amMs. Where did Mr. Goldfine have his office? 

Mr. Scupper. 35 Kneeland Street. 

Mr. Witttams. Is that where this young lady was that attended to 
his books? 

Mr. Scupper. Yes, sir. 

Mr. Wiuuu1aMs. Were all the books of the company kept in Mr. 
Goldfine’s office ? 

Mr. Scupper. Yes, sir. 

Mr. Witu1aMs. Were the bank deposit books kept there? 

Mr. Scupper. Yes, sir. 

Mr. Witu1aMs. All the bank records? 

Mr. Scupper. Yes, sir. 
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Mr. Wiiu1aMs. With what banks did they do business? 

Mr. Scupper. The Pilgrim Trust as far as I know. I mean the 
checks that I got were drawn on the Pilgrim Trust Co. 

Mr. Wiu1ams. Speaking of that, did you know anything about the 
connection of Mr. Goldfine with the Northfield Mills? 

Mr. Scupper. I just know he has several mills. 

Mr. Wiiu1ams. Did you know anything about his connection with 
the Lebanon Woolen Mills? 

Mr. Scupper. I know he has mills in Lebanon, N.H. 

Mr. Wiiu1aMs. Did you have any peculiar accounts that you know 
of? In other words, did you ever at any time have an account that 
was blind ? 

Mr. Scupper. No, sir. 

Mr. Wiiu1aMs. You never had your attention called to that? 

Mr. Scupper. Never before. 

Mr. Witu1ams. Would you know what that might have reference 
to’ With anything? 

Mr. Scupper. No, sir, never heard of it. 

Mr. Witi1aAms. What was the income of the Port Development Co. 
last year? 

Mr. Scupper. I couldn’t tell you what it was. 

Mr. Wituiams. Were there any large amounts that came in? 

Mr. Scupper. No. 

Mr. Wiiu1aMs. Nothing more than the sale of that one property 
that you referred to? 

Mr. Scupper. That’s all. 

Mr. Witutams. On the basis of that money paid to you, that would 
have taken up half of that purchase price, would it not? 

Mr. Scupper. That’s right. 

Mr. WiiutaMs. There was one property you sold last year? 

Mr. Scupper. No. I said some small properties. The total wouldn’t 
be over $10,000. 

Mr. Witu1aMs. And you would receive your weekly salary of $100. 
Would it come in the form of a check or cash ? 

Mr. Scupper. Check. 

Mr. Witu1aMs. By whom would the check be signed ? 

Mr. Scupper. The president and treasurer of the Boston Port De- 
velopment Co. 

Mr. Wiuu1ams. Who was that? 

Mr. Scupper. Clarence Teichel, president; and Mildred Paperman, 
treasurer. 

Mr. Wiu1AMs. From whose office would it come? 

Mr. Scupper. 35 Kneeland Street. 

Mr. Wriu1ams. Who were the gentlemen that you just referred to 
as officers? Did you know them in connection with the company ? 

Mr. Scupper. Officers? 

Mr. Witxiams. Yes. The ones you say signed the checks. 

Mr. Scupper. Oh, yes. 

Mr. Wixurams. You knew them personally ? 

Mr. Scupprr. Oh, yes, yes indeed. 

Mr. WitutaMs. Were they connected with the Port Development 
Co. ? 

Mr. Scupper. Yes, sir. 

Mr. Wuiu1aMs. What service did they render ? 
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Mr. Scupper. One is president, and the other is treasurer. 

Mr. Witt1ams. What work did they do then in connection with it? 

Mr. Scupper. I don’t know whether there is anything that the 
president does. The treasurer keeps the books and pays the bills, and 
whenever we put a deal through we send her the money with the 
report of the transaction for her records; and all the records are 
kept there. 

Mr. Wiiu1ams. Can you carry in your mind to an approximate 
extent how much money came into the Port Development Oo., in the 
last 5 years ? 

Mr. Scupper. In round figures, about $300,000. 

Mr. Wituiams. Just repeat that again. 

In the last 5 years what, to your knowledge, is the approximate 
income of the Port Development C 0.4 

Mr. Scupper. In round figures I would say $300,000. 

Mr. Witu1ams. Where did that come from ? 

Mr. Scupper. From sales of real estate. 

Mr. Witu1ams. Approximately what would you say would be the 
expenses or liabilities during the past 5 years ? 

Mr. Scupper. Well, the real estate taxes are very heavy to the city 
of Boston. 

Mr. Wiiu1aMs. Not referring to taxes, approximately what part 
of that $300,000 would you say, based on your knowledge of the 
company, would be profit 4 

Mr. Scupper. It would be hard for me to say because I don’t know 
what they would have to pay on taxes that were due for years prior 
to that, prior to the day that the transaction went through. 

Mr. Lisoman. Mr. Chairman, from examination by Mr. Ross . 
the auditor’s worksheets of the Boston Port Development Co., i 
would appear that the company did not have a profit on that spate 

Mr. WiiiaMs. Of course, if the company had had no profit, quite 
obviously it would have been liable for no income taxes. Is that 
correct ¢ 

Mr. Ross. Yes. 

Mr. Witiiams. Thank you. 

I presume that under those circumstances the company paid no 
income taxes during that period ? 

Mr. Ross. Correct. 

Mr. Lisoman. That is correct as shown by the auditor’s worksheets. 

Mr. Wotverton. Who audited the books? 

Mr. Scupper. A man by the name of Brown, I believe, was the 
anditor they employed. 

Mr. Worverton. Is hea local man? 

Mr. Scupper. Yes, sir. 

Mr. Wotverton. What is his first name? 

Mr. Scupper. I don’t know. 

Mr. Ross. Benjamin Brown. 

Mr. Worvertron. Did you ever have an opportunity to see the in- 
come statement for Federal tax purposes? 

Mr. Scupper. No, sir. 

Mr. Worverton. Did you ever sign any notes for the company? 

Mr. Scupper. No, sir. 

Mr. Wotverton. Were you a director of the company ? 

Mr. Scupper. I was, sir. 
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Mr. Wotverton. Who were the other directors ? 

Mr. Scupprer. At the presenttime? You mean right now? 

Mr. Wotverton. That will do for a start. 

Mr. Scupper. Mr. Clarence Tiechel, Mildred Paperman, Horace 
Goldfine, and, I think, Mr. Zellis. 

Mr. Wotverron. Did they ever hold a directors’ meeting ? 

Mr. Scupper. The last one I can remember was in 1949. 

Mr. Wotverton. To your knowledge, there have been no records 
made of this company that in some instances I would assume had over 
a million dollars of income in 1 year ? 

Mr. Scuppbrer. Not over a million. 

Mr. Wotverron. Do you know what the income was in 1936 ? 

Mr. Scupper. I do not. 

Mr. Wotverton. Do you know what it was in 1937? 

Mr. Scupper. I do not. 

Mr. WotLverton. 1938 ? 

Mr. Scupper. I do not. 

Mr. Wotverton. We will say in a period of years over a million 
dollars, nearly $2 million. Did you know that? 

Mr. Scupper. No, sir. 

Mr. Wotverton. There were no directors’ meetings held? Did you 
ever inquire as a director and a stockholder, and your family being 
a stockholder, why they didn’t have a directors’ meeting ? 

Mr. Scupper. No; I never did. 

Mr. Wotverton. Did they ever hold an annual meeting of stock- 
holders ? 

Mr. Scupper. They used to; yes, sir. 

Mr. Wolverton. They used to. What do you mean by that? 

Mr. Scupper. I don’t know how many years it is since they have 
held one. 

Mr. Wotverton. Let’s approximate. 

Mr. Scupper. I think 7 or 8 years ago. I am not positive of that. 

Mr. Wotverton. Would there be reports filed of the annual meet- 
ing? 

Mr. Scupper. I assume there would. 

Mr. Worverton. You do not know whether there would ? 

Mr. Scupper. No; I do not. 

Mr. Worverton. Did the board of directors at any time act on how 
payments were to be made by the treasurer of the company out of the 
moneys in the treasury of the company ? 

Mr. Scupper. Not to my knowledge. 

Mr. Wotverton. Who would give the authority then for the pay- 
ment of these moneys ? 

Mr. Scupper. I don’t know. 

Mr. Wotverton. You do not know how they were paid ? 

Mr. Scupper. No. I have never seen the books. I don’t know any- 
thing about them. 

Mr. Wotverton. How many years have you been connected with 
the company ? 

Mr. Scupper. Since 1928, off and on. 

Mr. Wotverton. Testify as to the times you were on, and we will 
leave for a minute the times you were off. 

What was the purpose of this company ? 
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Mr. Scupper. To promote East Boston and develop East Boston and 
sell all this vacant land that was over in East Boston, most of it vacant 
land. 

Mr. Wotverton. Yet no dividends have ever been paid ? 

Mr. Scupper. No, sir. 

Mr. Wotverton. Where did the money come from to buy the land? 

Mr. Scupper. It was land that was bought 

The corporation, East Boston Land Co., originated, I think, back 
in 1913. Lam notsure. 

Mr. Wiiu1AMs. You are in the business of selling real estate, not 
buying real estate? 

Mr. Scupper. That is correct. 

Mr. Wixu1aMs. You do not purchase realties ? 

Mr. Scupper. I have never bought any for the Boston Port Develop- 
ment Co. 

Mr. Wuu1aMs. Then in the sale of real estate by the Boston Port 
Development Co., the price that is received or the compensation that 
is received for the real estate which is sold, less the applicable State 
and Federal taxes on the transaction, would amount, in effect, to a 
profit, would it not ? 

Mr. Scupper. Yes, sir. 

Mr. Wiu1aMs. Yet this company has never made a profit in the 
last several years ? 

Mr. Scupper. They might sell one piece and pay the taxes on that 
piece, and that one particular lot show a profit, but they owe so much 
taxes on the other vacant lands they own that the sale of this land 
would go to pay up the taxes on the other land that hasn’t been sold. 

Mr. Wiuuiams. Were the taxes paid on this other land, or do you 
know ¢ 

Mr. Scupper. I don’t know. 

Mr. Wiiu1aMs. Back during the time that Mr. McDonald was liv- 
ing, I believe you said that he and Mr. Goldfine were jointly interested 
in this venture. Whenever Mr. Goldfine and Mr. McDonald had a 
decision to make and there was some difference between the two as to 
which decision to make, whose side prevailed, Mr. Goldfine’s or Mr. 
McDonald’s? 

Mr. Scupper. I think in those days Mr. McDonald’s side prevailed. 

Mr. Witu1amMs. Do you know that to bea fact? 

Mr. Scupper. No; I don’t, but I think Mr. McDonald, if he wanted 
to make a sale of a piece of land, he’d make the sale. 

Mr. WituraMs. Would he make that sale over the objections of Mr. 
Goldfine 

Mr. Scupper. No. I think he would show him his reasoning, and I 
think they would probably come together and agree on it. But I think 
Mr. McDonald was the controlling factor as to making a decision. 

Mr. Wotverton. I am unable to understand where the money came 
from that bought the property that they sold. 

In answer to one question that the chairman asked, I understood you 
tosay they didn’t own property ; they only sold property. 

Mr. Scupper. They didn’t buy any property. 

Mr. Wotverton. Did not buy any? 

Mr. Scupper. I think I can explain that to you. 
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The old East Boston Land Co., which I believe was organized in 
1813, owned all of this vacant land in East Boston, and there was stock 
outstanding, and they had not been able to sell it. They owed the city 
a tremendous amount of back taxes, and the owners and directors of 
that company came to Mr. McDonald in 1928 to see if he wouldn’t or- 
ganize the Boston Port Development Co., and take over the holdings 
of the East Boston Land Co., and try to make it pay, sell some of it 
and do something with it. 

Mr. McDonald was a great developer. He developed a lot of the 
city of Boston here. He had foresight, and he agreed to take it over. 
So he formed the Boston Port Development Co., and the East Boston 
Land Co. deeded their lands to the Boston Port, which they received 
stock in the Boston Port Development Co. in payment for that need. 
Then Mr. McDonald started to promote East Boston, and, well, we 
dredged Chelsea Creek. We had a contract, $400,000, to dredge 
Chelsea Creek and fill in the old flat so we could sell the land to 
Suffolk Downs, and the expenses kept running on, and then the sales 
commenced to get going. Then the depression came in and we were 
slowed up. But Mr. McDonald ons plugging and sold a lot of this 
land, so that when we started in 1928 with approximately 40 million 
feet of vacant land in East Boston, today we own about 7 million feet 
of vacant land in East Boston. It is all vacant land. There is no 
income except a few billboards. 

Mr. Wotverton. When you took that over from the East Boston 
Co., what did the Port Development Co. give as a consideration ? 

Mr. Scupprer. Fifty-one percent of the stock of Boston Port went 
to the East Boston Land Co. 

Mr. Worverton. Where is that stock today ? 

Mr. Scupper. I assume it is in the East Boston Land Co. I don’t 
know. 

Mr. Wotverton. Who were the directors or who was the important 
person in the East Boston Co. ? 

Mr, Scupper. I know absolutely nothing about the East Boston 
Land Co.; nothing. I don’t know anything about them. 

Mr. Wotverton. And you have never seen any mail from any holder 
of stock? . 

Mr. Scupper. Not of the East Boston Land Co.; no, sir. 

Mr. Wotvertron. Asking for dividend or inquiring why ? 

Mr. Scupper. Not of the East Boston Land Co. 

Mr. Wotverton. I have before me, as you have also, Mr. Chairman, 
a very full statement that has been made by a member of our staff. 
I wish it would be possible, if our counsel considers it important to 
do so, that the result of this study be made a part. of the record in 
this case. I do not know that it explains; it probably raises more 
questions because of the important facts that it contains, but it cer- 
tainly has facts in here that, in my judgment, have a tendency to 
throw some light on the operation of this company. I am not apt to 
give snap judgments. Therefore, I am not expressing my opinion at 
this time with respect to the pur ye e of this particular company with 
reference to ifs utilization, especially in recent years, but IT am in 
clined to think that before we get through we will have a situation 
before us that will cause some to wonder why the SEC has not taken 
some action in the matter against a company of this kind. 
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Mr. Wuu1aMs. Before we resume on that, Mr. Ross, I would like 
to consult you. 

After having looked this memorandum over, it appears that it 
raises many, many questions which cannot be fully answered today 
or in this hearing ‘here in Boston, and it raises questions which, in my 
opinion, go somewhat afield of the specific purpose of the hearing 
which is being held in Boston, although it is all pertinent to the 
general purpose of the committee’s work. 

While I hesitate to take issue with my dear friend from New Jersey, 
I would very respectfully suggest to him that, in view of the present 
situation, he might withhold that request for a while, with an under- 
standing that, while we hope he agrees, there will be no objection, of 
course, to it going into the record if he insists. 

Mr. Wotverton. Mr. Chairman, I do not want to create any issue 
between yourself and myself with seed to this particular matter. 
I think we are both agreed that it does contain exceedingly important 
matters that have to do with the work of the committee in its observa- 
tion of how some regulatory bodies have been conducted, or their lack 
of activity. 

I realize fully what you have said is so true that it would be prob- 
ably inappropriate—and I did not assume that it would be done today 
anyway—to have this report go into the record at this hearing, be- 

cause in the time that remains to the committee it would be an absolute 
imponsibility to cover it as it should be covered when it is dealt with. 

I agree with you entirely in the thoughts that you have expressed, 
that it can be considered at a later date when it can be given the 
attention that its importance entitles it to have. 

Mr. Wituiams. I thank my friend from New Jersey, and I presume 
that he will withdraw his request. 

Mr. Wotverron. I think you misunderstood. I did not make it in 
the form of a request that it be put in today. It was simply a sug- 
gestion that maybe it would be an inappropriate thing for the counsel 
to do in connection with a hearing related to the SEC to make certain 
that this report was brought into the record. 

Mr. WituiaMs. I quite agree with you, and I trust that Mr. Lish- 
man will see to it that eventually this ‘does find its w ay into the record 
because it is of a great deal of importance to the record of the com- 
mittee. 

Mr. Lisuman. The report in its final form will be in the record at 
an appropriate place. 

Mr. Wituiams. Thank you very much. 

(The document referred to above follows:) 

Memorandum 

To: Mr. R. W. Lishman, chief counsel. 

From: 8S. C. Ross. 

Subject: East Boston Co. and its subsidiary, Boston Port Development Co. 

A copy of a report by Benjamin Brown, CPA, to BPD as of December 31, 
1954, dated March 22, 1956, is in the files of the SEC. It was prepared after the 
10-K reports for the years 1947 to 1954, inclusive, prepared by Brown from the 
books of the company without audit had been found unacceptable by the SHC. 
In preparing amended 10—K’s, Brown deemed it necessary to make numerous 
adjustments of book values, the type of such adjustments indicating transac- 
tions of the company had been carelessly recorded 
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Brown’s report cites numerous questionable financial practices of the company 
which are detailed in excerpts of the report appended hereto, for example: 

(P. 11): Creation of a reserve for bad debts, $305,684, which covered all but 
$15,500 of notes and accounts receivable aggregating $321,184. 

(P. 16): Interest had been accrued on all notes of Goldfine and McDonald, 
whereas some of them were noninterest bearing, thus he had to write off $24,000 
erroneously accrued as interest on Goldfine’s notes and $22,000 on McDonald’s. 

(P. 16): Sale of a parcel of land for $10,000 of which $8,400 was paid to Mc- 
Donald, then president of the company, for expenses and commission; no vou- 
cher available. 

(P. 17): Proceeds of land sold in 1946 for an indicated price of $5,000 not 
recorded on books. 

(P. 17): Writeoff of $67,833 accrued interest on $500,000 mortgage owned by 
BPD. This is covered more fully below. 

(P. 17): Impracticability of ascertaining correct book value to be applied 
against sales of land. 

(P. 20): Checks aggregating $25,251 drawn 1947-54 to the order of “cash” 
for which no vouchers were available ; all charged to expense accounts. 

(P. 21): Checks aggregating $54,514 drawn 1947-54 to the order of indi- 
viduals and companies, for which no vouchers were available; all charged to 
expense accounts. 

A copy of Brown’s report was received by the SEC in 1956. Should not the 
SEC, if so empowered, have promptly sought a custodial receivership which 
would have permitted it to examine the company’s books and records to deter- 
mine if minority stockholders’ interests were being dissipated? 

Also, should not the SEC, by law or by regulation, be empowered to automati- 
cally levy a sizable fine on any registered or listed corporation which fails 
to file its 10-K or send an annual report to its stockholders within a specified 
time after the close of its fiscal year, unless, upon application, the Commission 
has granted an extension of time for compliance? 

Boston Port Development Co.: A $500,000 second mortgage on the Little 
Building, owned by Little Building Trust Inc., since acquisition in 1946 has been 
the company’s largest asset other than its landholdings. On page 7 of Brown’s 
report to the company as of December 31, 1954, dated March 22, 1956, it is re- 
cited that this mortgage was acquired as of December 22, 1949, in exchange for 
a mortgage of like amount dated July 30, 1946, on which accrued interest re- 
ceivable for the period 1946-49 was $67,833.34. Brown eliminated this interest 
item by a charge to surplus, being of the opinion that when the new mortgage 
was accepted, interest on the old mortgage was waived. Any adjustment of this 
sizable item should have been authorized by the company’s directors. 

In Connor’s testimony before the SEC he stated that Mr. McDonald (former 
president of BPD, who died in 1948) “was buying the building personally,” 
whereas Goldfine testified “he owned the building, but that it was held in the 
name of the Little Building Trust.” Goldfine also testified that BPD had ad- 
vanced $445,000 for the $500,000 third mortgage it received in 1946 and had re- 
ceived a bonus for the difference, $55,000. 

The $445,000 used to acquire this $500,000 mortgage was derived from a sale 
(possibly condemnation) of land to Massachusetts on June 22, 1946, for $712,560, 
which was $904 less than its carrying value, $711,656; carrying value was 
“Appraised value as of March 1, 1913,” the date as of which its value for income 
tax purposes was determined. The $55,000 bonus was apparently included in 
1946 interest income, $66,868.72. 

Queries: Why did BPD invest so heavily in a building owned by Goldfine, the 
largest stockholder of East Boston Co., which controlled BPD through ownership 
of 51 percent of its common stock? Goldfine also owned a substantial amount 
of the stock of BPD. Undoubtedly the transaction was ordered by Goldfine. 

Why did BPD accept a third mortgage, at 4 percent, senior mortgage carried 
5 percent interest. 

Why should BPD have waived $67,833 interest on the 1946 mortgage which, 
in effect, resulted in income of that amount to Goldfine as owner of the trust 
which was liable on the mortgage? How did the trust report this apparent 
abatement of interest on its income-tax return? The interest allegedly abated, 
$67,833, exceeded BPD’s unpaid real estate taxes, approximately $50,000. At 
December 31, 1956, unpaid real estate taxes, including interest,’ were $202,831, 
of which $23,633 was interest. 
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Why was this mortgage pledged in January 1950 as security for a $103,000 loan 
from Morris Goldfine (now estate of Morris Goldfine) ? 

At December 31, 1956, Benjamin Goldfine’s indebtedness to BPD was as 
follows: 


Non-interest-bearing demand notes dated in— 


ws aiapancichoupsteeeaamnann and amandieedaanainmaiaiieaaiaaiaee $15, 000. 00 
PIR i erecticsoehhcm puciienivceaicinaiatiin enon deicentiicin ntact cogeneeldeaaniaerdinandimanva tana 39, 000. 00 
I sinsststeiasinecse ides ehcinicia paises tid hina nine adattadaip tt iaeed marae 3, 750. 00 
I td cake eccrine cs cit lia de iain 57, 750. 00 
Demand note with interest at 5 percent, dated 1947__._-_-_____-------- 22, 000.00 
TT I cts secant pinks ddan matininnscisntelds meactias dabei 79, 750. 00 
a, SI oi 5 din cas scisiincinarelsinceseglciinlaamiciae meena aaa 29, 611. 47 
TT acct an aitecisin tein sss iinesil aias esis nbialein ic inns Saasaeaanaa ato 109, 611. 47 

aes Sees Toe TE Gael... oneness akin een keegan 90, 411. 50 
Net amount deemed collectible by Brown__------------------ 19, 199. 97 


The $19,000 was said to represent advances to Goldfine in the years 1951 to 
1955. Apparently interest on the interest-bearing notes was not accrued on the 
books. 

Brown’s report, page 11, cites that the reserve was provided because of the 
possibility that the statute of limitations precluded collection of the amounts owed 
by Goldfine. In Goldfine’s testimony before the SEC he stated that his liability 
to BPD was subject to legal opinion of his attorney. He cited as a possible offset 
BPD’s indebtedness to Northfield Mills, Inec., a Goldfine company for cash 
advances, $70,000, at December 31, 1956. 

At December 31, 1956, the aggregate of notes and accounts receivable from 
Goldfine, Connors, Chase, Chase Bros., Seudder, and McDonald was $324,022 
against which there was a $304,822 reserve for bad debts. The net receivable of 
$19,199 shown on BPD’s balance sheet represented the aforesaid advances to 
Bernard Goldfine, 1951-55. 

Queries: What efforts were made to collect on notes of Connors, Chase, Chase 
Bros., and McDonald’s estate; all of their notes were dated 1945-48. 

Were Brown’s reasons for creating the reserve for bad debts against the 
amounts owing BPD by Goldfine et al sound legally—Goldfine is and was the 
company’s largest stockholder? 

Was the reserve for bad debts created upon instructions of, or approved by, 
officers or directors of BPD? 

In 1928, all of East Boston Co.’s landholdings, a company organized in 1833, 
were transferred to Boston Port Development Co. (present name) in exchange 
for 51 percent of BPD’s common stock and all of its preferred stock. The 
preferred stock was reacquired for $1,000 and retired in 1938. It is said that 
49 percent of BPD’s issue of common stock went to Goldfine and McDonald, 
former president. Brown’s 1955 worksheets show that of the 14,770 shares of 
BPD’s common stock then outstanding, 38 percent, 5,608 shares, were owned 
beneficially by Goldfine. East Boston’s 10-K for 1957 lists B. Goldfine as bene- 
ficial owner of 71 percent, 106,679 shares; of its common stock, 150,000 shares. 

The 10-K filed by East Boston Co. for its fiseal year ended March 31, 1943, 
lists Alwyne T. Jealous as its treasurer, clerk, and director. This is the first 
listing of an identifiable Goldfine nominee as an officer of that company. On 
May 22, 1947, he was made president and continued as treasurer and as a 
director. The company’s Massachusetts certificate of condition as of March 31, 
1957, lists him as president and treasurer; Mildred Paperman, a long-time em- 
ployee of Goldfine, as clerk, and Jealous and Horace Goldfine as directors. 

BPD’s 1956 certificate of condition also lists Jealous as a director and its other 
directors as Horace M. Goldfine, Winthrop R. Scudder, Mildred Paperman (also 
as treasurer), Clarence Tichell (also as president). 

Jeremiah 8S. Connors is listed as its clerk. 

For many years East Boston Co. has not held annual meetings, 10 years, and 
annual reports have not been sent to stockholders—10-K reports to the SEC 
for 1947-54 were not filed until 1955-56 and then at court order: company paid 
a $3,000 fine for contempt of SEC’s requirements. 


82090—59—pt. 9-5 
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Testimony in SEC proceedings, summarized by Conlon, shows clearly that for 
many years most of the officers and directors of both companies were long-time 
employees of other Goldfine companies. 

East Boston had only $2,000 income 1937-41, none thereafter through March 
31, 1957. Annual expenses were nominal. Its “Deficit from operations” to that 
date, $1,147,157, resulted largely from operations prior, at least, to 1950. 

Practically all of BPD’s income was from sales of land and three sales ac- 
counted for 80 percent of such income: 


























| 
Income | Value per Profit (loss) 
books 
1936-49 (year 1943 figures not available) ..........-- GSkingeacsan Sanaa $1, 857, 520 | $4, 094, 353 ($2, 236, 824) 
SPO heath lecisciacitanty diene pininiainianenasinieinigiaieeitieloninnicaitinacsisianickiatnibbinniinentaan 306, 37 | 300, 490 5, 948 
le cae eed easel | 2, 163, 916 E 4, 304, 792 | (2, 230, 876) 
The three largest sales were: 
Income | Value per Loss 
books 
al a ae a einai adeeoetien | $419, 292 | $1, 351, 851 $932, 559 
Spans “OS Fo) ii acon de endibenisnd 470, 381 1, 644, 830 1, 074, 449 
UE: III, winind cic cnsannadcnoncs}sennes oes eieteee 712, 560 | 732, 551 19, 991 
T sectepeaiastbenntatn Sore —_ os 
Ne Tee a cues ohh ie ladiibedndete | 1, 702, 233 | 3, 729, 232 | 2, 026, 999 


At December 31, 1956, BPD’s “Deficit from operations” was $6,669,770, of 
which $5,691,779 resulted from operations to December 31, 1944, and $977,991 
during 1945-56. Most of the deficit represents the difference between income 
from sales of land and the value at which such property was carried on the 
books, i.e., “Appraised value as of March 1, 1913”—a capital surplus of $4,742,245, 
resulted from the appraisal. 

Mr. Witu1aMs. Do you have any further questions, Mr. Wolverton ? 

Mr. Wotverton. No, sir. 

Mr. Witu1aMs. Mr. Lishman? 

Mr. Lisuman. No further questions. 

Mr. Wiuiu1ams. Thank you very much, Mr. Scudder. The commit- 
tee appreciates your appearance. 

May I state to the witness that he is under a continuing subpena. 
It is not contemplated that you will be called tomorrow, but I trust 
the gentleman will make himself available if the necessity arises. 

Mr. Scupper. Yes, sir. 

Mr. Witu1ams. Thank you very much. 

( Witness temporarily excused. ) 

Mr. Witx1aMs. The committee will recess for 5 minutes, following 
which Miss Paperman will be called. 

(A brief recess was taken. ) 

Mr. Wiix1aMs. The committee will resume its sitting. 

Miss Mildred Paperman. 

Would you raise your right hand and be sworn, please. 

Do you solemnly swear that the testimony you will give this com- 
mittee will be the truth, the whole truth, and nothing but the truth, 
so help you God ? 

Miss Parerman. I do. 

Mr. WituraMs. Thank you, ma’am. 

The committee will stand in temporary recess. 

(A brief recess was taken.) 
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Mr. Witu1ams. Miss Paperman, I notice that you are accompanied 


by counsel. Chee 
Would you mind identifying yourself for the record. 


TESTIMONY OF MILDRED PAPERMAN, TREASURER, BOSTON PORT 
DEVELOPMENT C0., BOSTON, MASS.; ACCOMPANIED BY ROGER 
ROBB, ATTORNEY AT LAW, WASHINGTON, D.C. 


Mr. Ross. Mr. Chairman, my name is Roger Robb of the Wash- 
ington, D.C., bar. 

Might I, Mr. Chairman, make a very brief statement to you ? 

Mr. WiuraMs. What is the purpose of the statement, Mr. Robb? 

Mr. Ross. The purpose of the statement is to advise the chairman 
that we did not understand prior to this hearing that the committee 
was going extensively into the East Boston and Boston Port Develop- 
ment matter. I know nothing whatever about those matters. Those 
matters were and are the subject of litigation now pending in the 
U.S. district court for this district. 

The complaint which I have here shows that the issues involved in 
that complaint are precisely the issues which have been discussed by 
your able counsel, Mr. Lishman, and by the committee. Counsel for 
Mr. Goldfine and Miss Paperman, both of whom are defendants in 
that action, is Mr. Brickley of the Boston bar, an ore and very 
distinguished member of this bar. Mr. Brickley was taken ill late 
yesterday and is presently at home, I am advised, suffering with a 
fever of 102°. 

As I say, I don’t know anything about that litigation. It is now 
pending in this court. It is now, as I understand it, pending for a 
final ruling by the district judge. 

In view of these facts, we respectfully submit to the committee that 
it would be only fair to postpone the appearance of Miss Paperman 
until Mr. Brickley might be able to be here with her. 

We also respectfully suggest to the committee, with all due defer- 
ence, that, since the matters involved in that case are the same matters 
that you are supposed to be asking about, fairness requires that her 
counsel, Mr. Brickley, be here at this time. 

Mr. Witxuiams. Mr. Lishman, would you like to comment on that? 

Mr. LisHMAN. First, I would like to inquire of Miss Paperman, 
haven’t you also been represented by Mr. Sears who has been in the 
courtroom here today ? 

Miss ParerMaNn. Yes. 

Mr. Lisuman. Is he not equally familiar with the proceedings in 
the court matter as Mr. Brickley ? 

Miss ParermMan. He certainly is, but Mr. Sears is not here. 

Mr. Lisoman. Well, he was here today. He was in the courtroom 
today. 

Miss ParermMan. But he isn’t here now. 

Mr. Wuu1aMs. Mr. Robb, you are quite familiar with the purpose 
of the committee’s investigation. As a matter of fact, if I recall 
correctly, you have appeared on other occasions before this same 
committee. 

Mr. Ross. I have, sir, and have always enjoyed your courtesy, sir. 

Mr. WitxiaMs. You have represented witnesses who have appeared 
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before this committee, and, so far as I know, no lawyer in the United 
States other than those who may be members of this committee is 
more familiar with the purpose for which this committee was created. 

Mr. Ross. I thank the chairman. 

Mr. Wiu1ams. The gentleman who is representing Miss Paperman 
at present is able better perhaps than any other lawyer that she could 
engage throughout the entire United States to anticipate the questions 
and line of questions that will be asked of Miss Pa erman by this 
committee. It is rather difficult for me to understand how she could 
be placed under any handicap whatsoever with respect to obtaining 
proper, adequate, and competent legal advice in this matter with you 
at her side, and with Mr. Sears, who has been in the room today, to 
advise with her also. 

The inability of the other lawyer to attend, in my opinion, certainly 
places her in no position of handicap before this committee. 

Permit me to say, however, that we are not going to be able to pro- 
ceed over 5 or 10 minutes this afternoon, which will give you adequate 
time to consult with your client between now and the morning. 

Of course, if the gentleman wishes, the Chair might hear further 
from him, but if he desires to make a point of her appearance at this 
time he would probably wish to doso in the morning. 

Mr. Ross. Yes, sir. 

Mr. Witi1AMs. We do not plan to stay here any longer than another 
10 or 15 minutes at the latest because of the fact that Mr. Wolverton 
does have to catch a plane to go back to New Jersey. 

Mr. Lishman, would you proceed ? 

Mr. Lisuman. Miss Paperman, by whom are you employed? 

Miss Parperman. By Mr. Goldfine. 

Mr. Lisuman. And do you keep the books for the Boston Port 
Development Co. ? 

Miss PaperMAn. Yes, I do. 

Mr. Lisuman. And do you keep the books also for a number of 
mills in which Mr. Goldfine has an interest ? 

Miss Paperman. Yes, I do. 

Mr. Lisuman. And among those mills for whom you keep such 
books are included the Georges River Woolen Co., the Goldfine Invest- 
ment Trust, Inc., Lebandale Mills, Inc.; Lebanon Woolen Mills Corp., 
George Mabbett & Sons Co., Northfield Mills, Inc., Strathmore Com- 
modities Co., Strathmore Realty Co., Strathmore Silks Co., Strath- 
more Woolen Co., Wilton Woolen Co., Bernard Mills. Do you keep 
the books of these companies ¢ 

Miss ParerMAN. Well, not of ali; no. 

Mr. Lisuman. For which of those don’t you keep the books? 

Miss Parerman. I think it would be easier to state which ones I 
do. 

Mr. Lisuman. Well, please state which companies’ books you keep. 

Miss Parerman. Strathmore Woolen Co. 

Mr. LisHmMAn. Strathmore Woolen Co. 

Miss Parerman. Northfield Mills, Boston Port Development, East 
Boston Co., Strathmore Commodities Co. 

I do work for some of the others, but I won’t say that I keep the 
entire set of books. I do some work for the Bernard Mills, and for 
George Mabbett. That’s about all. 
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Mr. Lisuman. Would you please state your accounting background, 
our education and experience with reference to accounting ? 

Miss Parerman. I am a graduate of Boston University, and I took 
accounting at that school. 

Mr. LisuMan. Were you a graduate in business administration ? 

Miss PapermMan. I took some courses in business administration. 

Mr. Witt1aMs. I am very sorry, but we cannot hear you. 

Miss PaprrmMan. I am sorry. I said I took some courses in the 
Business Administration School. 

Mr. Lisuman. You took a degree at Boston University ? 

Miss PaperMAN. Yes. 

Mr. Lisoman. And what was that degree ? 

Miss ParerMan. College of Pr -actical Arts and Letters. 

Mr. Lisuan. Do you draw checks on the accounts of the companies 
you have just referred to, whose books are kept by you or under your 
supervision ¢ 

Miss ParerMan. I don’t draw all of the checks. I don’t draw the 
checks for the Bernard Mills. I sign along with someone else. And 
also for George Mabbett I sign along with someone else. But I don’t 
keep the books here. The books are kept at the mill. 

Mr. Lisuman. Do you sign the chile of the Boston Port Develop- 
ment Co. ? 

Miss Parerman. Yes, I do, along with the president. 

Mr. Lisuman. Do you sign the checks for the East Boston Co.? 

Miss Parerman. No, I dot not. 

Mr. Lisuman. Do you know who does? 

Miss Parerman. Yes; Mr. Zellis. 

Mr. Lisuman. Are you treasurer of Boston Port Development Co. ? 

Miss ParermMaNn. Yes, I am. 

Mr. Lisuman. Have’ you been one of the signatories to the checks 
of $100 a week which has been made to Mr. W inthrop R. Scudder ? 

Miss Parerman. Yes, I have. 

Mr. Lisuman. Is he carried on the books of the Boston Port De- 
velopment Co. as an employee of that company ? 

Miss ParermMan. He is now; since April of this year. 

Mr. Lisuman. Prior to April of this year was he carried on the 
books of the company as one of its employees? 

Miss ParperMan. Not on the basis of social security withholding. 

Mr. Lisuman. Did the company withhold any social security 
amount on his behalf prior to April of this year? 

Miss ParermMan. No, they did not. 

Mr. LisumMan. Did they make any of the payments required under 
the Massachusetts Workmen’s Compensation Act with respect to 
employees ? 

Miss ParerMan. We did for some other employees of the company. 

Mr. Lisuman. I am asking you particularly with reference to Mr. 
Scudder. 

Miss ParerMan. No. 

Mr. Lisuman. No? 

Miss ParermMan. No. 

Mr. LisomMan. Why didn’t you do that ? 

Miss ParerMAN. He wasn’t paid ona salary basis. As far as I know, 
it was a loan to be repaid at some future time. 
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Mr. Lisuman. Did he work for the Boston Port Development Co.? 

Miss ParerMAN. Yes. 

Mr. Lisuman. Well, did the Boston Port Development Co. pay 
him anything other than the $100-a-week check which you sent to him? 

Miss Parperman. Not that I remember: not that I recall. 

Mr. Lisuman. Who told you to send Mr. Scudder the check for 
$100 a week ? 

Miss Parerman. I think it was Mr. Goldfine. I’m not sure. 

Mr. LisumMan. You are not sure? 

Miss Parerman. I’m not quite sure. 

Mr. Lisuman. How was that amount set up on the books of the 
Boston Port Development Co. ? 

Miss ParerMAN. As a note receivable account. 

Mr. Lisuman. How was the check charged on the books of the 
Boston Port Development Co. ? 

Miss PaperMANn. As a note receivable from W. R. Scudder. 

Mr. Lisnman. At any time prior to April 1958, was any amount 
charged on the books of the Besies Port Development Co. as an 
operating expense ? 

Miss ParerMAN. No, it was not. 

Mr. Lisuman. Has the Boston Port Development Co. attempted to 
collect on any of the notes signed by Mr. Scudder ? 

Miss Parerman. No; not yet. 

Mr. Lisoman. Why does the Boston Port Development Co. continue 
from April of this year to pay this gentleman $125 a week without 
sending him a note and without making any attempt to collect on 
an alleged indebtedness of more than $30,000 outstanding? 

Miss ParerMan. Well, I didn’t consider it an alleged indebtedness 
because Mr. Scudder did work for the company. Ultimately he 
would have to be paid, and, whatever the amount would be decided, 
that amount would be applied against it. 

Mr. Lisuman. Did Mr. Scudder ever acknowledge to you that he 
owed money to the Boston Port Development Co. ¢ 

Miss ParerMan. I don’t remember whether he acknowledged it. 

Mr. Lisuman. Did he ever state to you that he owed money to the 
Boston Port Development Co. ? 

Miss Parerman. I don’t remember that. 

Mr. Lisuman. You don’t remember ? 

Miss ParerMan. I don’t remember him making that statement. I 
know, as far as I was concerned, on the books until this salary was 
adjusted the money was due from Mr. Scudder to the company. 

Mr. LisumMan. Miss Paperman, as treasurer of the Boston Port 
Development Co. would you consider the note signed by Mr. Scudder 
as collectible? 

Miss Parerman. The company would owe Mr. Scudder more than 
the amount of the notes for his services. 

Mr. Lisuman. Have you set up any reserve for the uncollectibility 
of these notes ? 

Miss PaPeRMAN. No. 

Mr. Lisuman. Is there any entry on the books of the Boston Port 
Development Co. indicating the liability of the company to Mr. 
Scudder ? 

Miss Parerman. No. 








18 


- 


rt 


REGULATORY COMMISSIONS AND AGENCIES 3367 


Mr. Lisaman. Why not? 

Miss ParerMan. Because the amount had not been determined. 

Mr. Wuu1aMs. We still cannot hear you, please. 

Miss ParermMan. I am sorry. I said because the amount had not 
been determined. 

Mr. Lisuman. What was the genesis of this alleged obligation or 
indebtedness? Do you know? 

Miss ParerMANn. No, I don’t. 

Mr. Lisoman. When you received these notes each week from Mr. 
Scudder what did you do with these notes? 

Miss PaperMAN. Kept them. 

Mr. Lisuoman. And how did you enter them on your books? 

Miss Paperman. As a note receivable. 

Mr. Lisuman. Did you consider that these notes represented money 
owed to the company ? 

Miss PaperMaNn. In a sense it would be coming back after the 
proper adjustment would be made with Mr. Scudder. 

Mr. Wiix1aMs. Do you agree that the statute of limitations has run 
on most of these notes ? 

Miss ParerMAN. I haven’t taken into consideration any statute of 
limitations. I left that to the lawyers. 

Mr. Lisuman. How was the outstanding liability of wages or sums 
due to Scudder carried on the books of the Boston Port Develop- 
ment Co. ? 

Miss ParperMan. We haven’t set up any further liability for 
Scudder. 

Mr. Lisuman. Have you set up any? 

Miss PaperMan. No, there has been nothing set up. 

Mr. Lispman. Now, Miss Paperman, the receipt dated December 
29, 1949, covering certain shares of stock received from the Pilgrim 
Trust Co., and the shares of stock were in the Boston Development 
Co. and East Boston Co., was signed “Strathmore Woolen Co. by M. 
Paperman.” ‘This is a photostatic copy of the original, apparently, 
and I ask you if that is your signature or reproduction thereof. 

Miss PaperMAN. Yes, it is. 

Mr. Lisuman. Miss Paperman, did you carry the 2,260 shares of 
Boston Port Development Co. and the 1,500 shares of the East Boston 
Co. shown in this receipt on the books of the Strathmore Woolen Co. 
as an asset ? 

Miss ParermMAn. Yes, I do. 

Mr. Lisuman. Did you at the time you signed this receipt? 

Miss PapermMan. The time I signed the receipt? Well, I paid for 
them. I went down to the bank and I paid for the stock. It was a 
loan due by Mr. McDonald to the bank. It was 30-odd thousand 
dollars, if I remember correctly, and the bank was going to sell the 
stock and get their money, and we bought the stock and paid for it. 
We paid Mr. McDonald’s outstanding debt, which was approximately 
$30,000-odd. 

Mr. Lisoman. To whom did he owe that money? Strathmore 
Woolen Co. ? 

Miss Parperman. To the Pilgrim Trust Co. 

Mr. Lasuman. Did you buy the stock or did you liquidate the 
note ? 
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Miss Parerman. We bought the stock. We liquidated his debt. 
We paid his debt. 

Mr. Sturges was going to sell the stock and get his monev, We 
bought the stock and paid for it, principal plus interest. It was close 
to $35,000, if I remember correctly. 

Mr. Lisuman. Not for these 2,260 shares? 

Miss ParermMan. Plus the 1,500 shares of the East Boston Co.; 
definitely. 

Mr. Lisuman. You paid $35,000 for those ? 

Miss ParerMan. Approximately. I think it was $32,500 on the 
note plus interest. 

Mr. Lisoman. What was the market value of those shares of the 
Boston Port Development Co. at the time ? 

Miss Pareman. I don’t remember. 

Mr. LisomMan. Was it a dollar? 

Miss PaperMan. I don’t know. 

Mr. Lisuman. You say you purchased these shares at that time? 

Miss ParermMan. That’s what Mr. Sturges wanted for the stock. 
That was what was due him, and he was going to sell the collateral 
and he wanted his money back. 

Mr. Lisuman. Did you at that time know what the market price 
was for East Boston shares ? 

Miss Paperman. I had no idea. 

Mr. Lisuman. Did you personally take delivery of the shares 
shown in this receipt, Miss Paperman ? 

Miss ParperMan. Yes, I did. 

Mr. LisomMan. Did you examine the shares to verify whether they 
had been endorsed on the back thereof ? 

Miss Parerman. I probably did at the time I took them up. I 
don’t remember now. That is 8 or9 years ago. 

Mr. Lisoman. In whose names were these shares ? 

Miss Parerman. I don’t know. 

Mr. Lisuman. Does the Strathmore Woolen Co. still have these 
shares ? 

Miss ParermMan. Yes, they do. 

Mr. Lisnman. Could they be produced in this courtroom for our 
inspection ? 

Miss ParerMan. If counsel so instructed me. 

Mr. Lisuman. Mr. Chairman, I would like to have the shares that 
Miss Paperman received from the Pilgrim Trust Co. in accordance 
with this receipt brought into the hearing tomorrow, if possible. 

Mr. WituraMs. Has Miss Paperman agreed to do that ? 

Mr. Lisuman. She said if instructed by counsel, she would. 

Miss ParermMan. I meant by my counsel. 

Mr. Lisuman. By her counsel, yes. 

Mr. Witu1ams. Miss Paperman, the committee would request you 
to bring these in with you when you come in tomorrow. You may 
consult with your counsel, of course, as to the advisability of doing 
so voluntarily. I might state, though, that it would be very easy for 
the committee to issue a subpena and to get the submission of this 
evidence. 

So, with this in mind, I leave this to the witness and her counsel 
to discuss during the evening and prior to the hearing in the morning, 
with respect to whether they wish to comply with the request. 
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Mr. Ross. Mr. Chairman, to assist counsel, would the Chair ex- 

lain to counsel why this transaction, 8 or 9 years ago, involving 
Strathmore Woolen Co., is conceived to be relevant to this investiga- 
tion? I think the witness has a right to know that, Mr. Chairman. 

Mr. Wituiams. Mr. Robb, we informed you that we were going to 
try to bring about a cessation of the committee’s meeting this after- 
noon in 10 or 15 minutes. 

Mr. Ross. Yes, sir. 

Mr. Witu1AMs. I am afraid that to do what you have asked might 
require more time than we have this afternoon. However, I can 
assure you as chairman of this committee that it is relevant to the 
purpose of this inquiry. 

I might state further that there is evidence in the files of the com- 
mittee at present to indicate that certain payments have been made 
from the funds of this firm which this lady represents and that would 
indicate definitely that payments have been made to certain hotels here 
in town and elsewhere in the interest of rooms which were occupied 
by former Governor Sherman Adams, of the State of New Hampshire, 
this gentleman who is presently Assistant to the President; one or two 
or more U.S. Senators, perhaps Members of the House of Representa- 
tives and other officials high in governmental circles, giving, at least 
to the committee, on the basis of evidence that we have in the file, 
a strong indication of the possibility of the use of political influence 
in connection with certain matters pertaining to or pending before 
the Federal Communications Commission, the Securities and Ex- 
change Commission, and the Federal Trade Commission, respectively. 

I trust that that answers the gentleman’s question satisfactorily. 

Mr. Ross. I am sure the chairman wants to have the record com- 
plete, and might the record also show that Gov. Sherman Adams and 
the U.S. Senators involved in the chairman’s statement have been dear 
friends of Mr. Goldfine for more than 20 years, that one of those U.S. 
Senators was formerly counsel to Mr. Goldfine’s company, that Mr. 
Goldfine did let these gentlemen, or some of them, use his hotel rooms 
in the hotel here in Boston, and I challenge this committee to show 
that any one of these men ever exercised the slightest bit of influence 
on behalf of Mr. Goldfine or any of his companies. 

Mr. Wiuiams. That is exactly what this committee intends to find 
out. This committee is not out to show that it happened. This com- 
mittee is out to find out if it did happen. 

Mr. Roses. I have undertaken to find out, and I can assure you it 
didn’t happen. 

Mr. Witu1AMs. I see no reason for the committee to delineate what 
evidence it has in its files until the committee is ready to divulge that. 
At the moment, though, the relevancy, I think, has definitely been 
established. 

If the witness does not care to comply with the request of the com- 
mittee made in this fashion, then the committee will have to take 
the necessary steps in order to compel the submission of certain rec- 
ords pertinent to the purpose of our inquiry. 

Mr. Ross. Might I ask one question ? 

Mr. Witu1aMs. As I say, you will have your 24 or 18 hours. 

Mr. Ross. What was the date of this transaction we are talking 
about? Was it 1949? 

Mr. Wuu1aMs. That is correct. 
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Mr. Ross. 1949. 

Mr. Wiuur1ams. Mr. Lishman, will you restate your question to the 
committee witness with respect to these records ? 

Mr. Lisoman. I request that the witness be asked to bring with her 
tomorrow the shares of stock of the East Boston Co. and the Boston 
Port Development Co. shown as received by her according to that 
receipt which she signed. I particularly want to have these shares 
to ascertain, for example, whether certain information relevant to our 
investigation is there. If, for example, we find that the shares run 
from Mr. McDonald and were not endorsed, we may have a situation 
that will require a further exploration in connection with other evi- 
dence we have of later transactions than 1949, and the question of the 
sufficiency of information and reports filed on behalf of these com- 
panies with the Securities and Exchange Commission for this period 
of 1949 and subsequent periods. 

Mr. WiiiraMs. Mr. Lishman, may I ask you a question ? 

Has a subpena been issued to any of these companies for any of 
these records ? 

Mr. Lisuman. Not to the company. The subpena has been issued 
to a factor in New York which handles the accounts of some of these 
companies in order to ascertain the disbursements made on account 
of these companies. And we have also subpenaed the accounts here 
in Boston of the Pilgrim Trust Co. for its accounts relating to these 
companies, 

Mr. Wiru1ams. Of course, I am familiar with the Pilgrim subpena. 
With respect to the first subpena, has it been honored or complied 
with ? 

Mr. Lisuman. The one in New York? 

Mr. WiritraMs. Yes, sir. 

Mr. Lisuman. It has not been fully complied with, and that is a 
question that is going to be gone into at a subsequent time. The 
factor company involved at first began an apparent cooperation, and 
then eventually we were told by some of the officials in that company 
that they regarded it as an unwarranted attempt to smear some high 
public official and they would refuse to make their records available 
to the committee. But that is a problem that we are going to take 
care of in another proceeding or hearing. 

Mr. Wiru1ams. Mr. Wolverton indicates he has several questions 
he would like to propound prior to our evening adjournment. 

Mr. Wotverton. It will only be a few, Mr. Chairman. 

Mr. Lisoman. We haven’t heard from the witness as to whether she 
will bring those shares. 

Mr. Wittiams. Are you in a position now to state whether you will 
bring them ? 

Miss Parerman. I would have to discuss that with my counsel, if 
you don’t mind. 

Mr. WruiaMs. I think that is a reasonable request. 

Mr. Wolverton. 

Mr. Wotrverron. In view of the fact that I will not be here to- 
morrow, there are two or three questions that I would like to ask of 
this young lady. 

Did you ever make up a financial statement of the Port Development 
Co. showing assets and liabilities? 
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No; I didn’t personally. 

Do you know of anyone who did ¢ 

Yes; the accountant for the firm. 

Who made it? 

Mr. Benjamin Brown. 

Who? 

Benjamin Brown. 

Is he in Boston? 

Yes, he is. 


What is his address ? 


6 Beacon Street, Boston. 

Mr. Wotverton. For what purpose was that statement of assets 
and liabilities made up ? 

Miss PapermMan. For what purpose ? 

Mr. Wotverton. Yes. Was it for the use of a bank in obtaining 
eredit? Was it for a stockholders’ meeting? Was it for a board of 
directors’ meeting? Was it for the SEC? 

Just generally, why did they have that statement of assets and 
liabilities prepared ? 


Miss Parerman. We have always prepared those as far as I can 
remember. It has been a customary thing when the books are closed 


for the fiscal year or calendar year that a : balance sheet or profit and 
loss statement is prepared. 


Mr. Wotverron. Was it a common practice to prepare such a state- 

ment on a yearly basis ? 

Miss ParerMAN. More or less, yes. 

Mr. Worverton. How far back does your memory go with respect 
to statements of that kind having bn made by Mr. Brown or anyone 
else ? 

Miss PaPERMAN. Well, ever since I have been with the company. 

Mr. Wotverton. How long has that been ? 

Miss ParerMANn. Oh, I believe 1942, 1941; 1942. I’m not sure. 

Mr. Wotverron. Did you ever make up an income statement for 
Federal tax purposes due or owing by the Port Development Co. ? 

Miss Paperman. I beg your pardon ? 

Mr. WotvertTon. By the Port Dev elopment Co. 

Miss PapermMan. I didn’t personally. The accountant did. 

Mr. Wotvertron. The same one that you have already referred to? 

Miss ParerMAN. Yes. 

Well, the same one in the last several years. 
another firm. 

Mr. Wotverton. Were they filed every year so far as you know? 

Miss PaperMan. Yes. I mean as far as 1 know. 

Mr. Wotvertron. Do you know what the net result was, whether it 
showed income in a taxable amount or not ? 

Miss ParermMan. I don’t remember that without referring to the 
statements. 

Mr. WotveErTon. 
reports ? 

fiss PapeRMAN. Well, I see them when I get them. 

Mr. Wotverron. Would you not be able to indicate whether they 
showed profit or loss? 

Miss PapermMan. Oh, no. 


Prior to that we had 


Would you have had any occasion to see those 


There were no profits as far as I know. 
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Mr. Wotverton. Pardon ? 

Miss ParerMan., I said there were no profits in the company as far 
as I can recall. 

Mr. Wotverton. Did you ever have a reason to make up a statement 
of any kind or character for the SEC ? 

Miss Parerman. I didn’t; the accountant did. 

Mr. Wotverton. Do you know when they were prepared? And did 
you have an opportunity to see them before they were filed ? 

Miss Parerman. Oh, I did; Isaw them. 

Mr. Wotverton. Were they submitted to you for the reason that 
you were acting as a bookkeeper for the Port Development Co. ? 

Miss Parerman. Well, I worked along with the accountant when he 
took a closing. 

Mr. Wotverron. You assisted the auditor or whomever, the ac- 
countant, in making up those reports ? 

Miss Parerman. No; I did not assist him in making up the reports. 
I assisted him by furnishing him whatever information was needed. 

Mr. Wotverton. Was that done every year? 

Miss Paperman. It was done every year up until the passing of Mr. 
McDonald, which was in 1948. Then we didn’t file the report for ¢ 
few years, but just filed them the last few years. 

Mr. Wotverton. In other words, for several years there was a lapse 
in the filing of reports? 

Miss PaperMan. Yes, there was. 

Mr. Wotverton. To the SEC ? 

Miss Parerman. Yes, there was. 

Mr. Wotverton. And the SEC, therefore, went into court and com- 
pelled the filing of reports ? > 

Miss Parerman. Yes, they did. 

Mr. Wotverron. And it was those reports that you saw after they 
had been prepared ? 

Miss PapermMan. I saw those that had been prepared during that 
time, and I saw those that had been prepared prior to that. 

Mr. Wo.verton. Do you know any reason why there had been a 
lapse in the making up of the reports and filing them with the SEC? 

Miss Parrrman. The only reason that I know of is that Mr. McDon- 
ald passed away. We had no president in the company. We needed 
certain information which we didn’t have, and then the years just went 
on. No other reason. 

Mr. Wotverron. Did the directors continue to meet, or were there 
no meetings of directors ¢ 

Miss ParerMAN. We had some directors’ meetings. 

Mr. Wotverton. Were deposits being received and deposited in the 
bank ? 

Miss ParperMAn. Those deposits were received and deposited in the 
bank up until the death of Mr. McDonald, and then we couldn’t de- 
posit because it required two signatures, and we had no president. 

Mr. Wotverton. Were there any reports made to the stockholders ? 

Miss Parerman. Not that I know of. 

Mr. Wotverton. For what purpose then would these statements of 
assets and liabilities be made up 4 

Miss ParerMAn. For the company’s own reference. 

Mr. Wotverton. Would they be put in the books of the company as 
a matter of record ? 
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Miss Parerman. We have them on hand. 
Mr. Worverton. I said would they be placed in the minute books of 


the company ¢ 
Miss ParerMAn. I don’t remember that. 
minute books. 


I’d have to look at the 


Mr. WOLVERTON. 
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Mr. WoLvERTON. 


Miss PAPERMAN. 


Who has the minute books of the company ? 
Ido. 

Who has the deposit books ? 
Deposit ? 

I mean by that the bookkeeping. 
Ido. Ihave the book. 

As treasurer ? 

Yes. 

Who keeps the stock list ? 

The stock list ? 

The list of the stockholders. 

T have the stock list. 


Mr. WoLvERTON. 

Miss PAPERMAN. 

Mr. WotvertTon. 

Miss PAPERMAN. 
been no change. 

Mr. WOLVERTON. 
and their holdings ? 

Miss ParerMANn. Yes. 

Mr. Wotverton. Was it necessary to file any report with State offi- 
cials with respect to the amount of authorized capital, the amount of 
capital issued, the amount of capital paid up, or anything of that sort? 

Miss PaperMan. That was up to the accountant. He took care of 
allthat. Ihad nothing to do with that. 

Mr. Wotverton. Who did? 

Miss PaperMAN. The accountant. 

Mr. Wotverton. Do you know whether he did do it or not for this 
company ? 

Miss ParperMAN. I amsure he did whatever was necessary. 

Mr. Wotverton. Are there any copies of the reports that had been 
filed if he did file them that are in your possession ? 

Miss PaperMan. Oh, yes; reports that were filed I have copies of. 

Mr. Wotverton. Have you had an opportunity to look at them ? 

Miss ParperMAN. I’ve looked at them. 

Mr. Worverton. What would be the purpose of your looking at 
them ? 

Miss Parerman. No specific purpose other than anything that is 
turned over to me I look at it as a customary thing. 

Mr. Wotverton. Are you able to tell from the fact that you have 
seen them and looked them over how many outstanding shares there 
are? 

Miss Parerman. Of what? 

Mr. Wotverton. Of the Port Development Co. 

Miss Parerman. Well, yes; I’d remember if I’d looked at it. I 
haven’t recently. I don’t quite remember. 

Mr. Wotverton. Would you care to state an approximate figure ? 

Miss Parerman. Of what? 


Do you have that ? 

Yes. 

Have you made it up? 

Well, I’ve made it up recently. I mean there has 


Would the list that you have show the stockholders 
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Mr. Wotverton. Of the number of shares outstanding. 

Miss Paperman. I wouldn’t want to say approximately. I would 
check. I can look that up. 

Mr. Wotverton. How many stockholders are there? 

Miss Parerman. I don’t remember the number. 

Mr. Wotverton. Would you have any idea? 

Miss ParerMan. No. 

Mr. WotvErton. Would it be more than 10? 

Miss Parerman. I think so. I’m not sure. 

Mr. Wotvertron. Would it be more than 20? 

Miss Parerman. I don’t know. 

Mr. Wotverton. Would it be less than 20? 

Miss ParerMan. Possibly. I don’t know. I’d only be guessing if 
I gave you an answer now. I don’t remember. 

Mr. Wotverton. What is the authorized capital of the corporation ? 

Miss Parerman. I don’t remember that either. 

Mr. Wotverton. Do you know how much has been paid in? 

Miss PaperMAN. Not without looking at any records. 

Mr. Wotverton. Would your books show the amount paid in and 
by whom ? 

Miss PaperMan. For the stock ? 

Mr. Wotverton. Yes. 

Miss Paperman. I don’t know. That was done long before my 
time. 

Mr. Wotverton. Well, do you not hold the transfer books, the stock 
ledger, so-called? 

Miss Parerman. I have some old transfer books. I haven’t looked 
at them too much. That was all done before my time. 

Mr. Wotverton. Does not the stock ledger give the names of the 
stockholders and the number of shares they each own ? 

Miss PaperMAN. Yes, it does. 

Mr. Wotverton. And you have that book ? 

Miss ParerMan. I think I have. 

Mr. Wotverton. Do you have the stock transfer book that would 
show when and by whom shares were transferred ? 

Miss ParerMan. I think I have, yes. 

Mr. Wotverton. You seem to have a lot that would be helpful to 
the committee if they wish to get all the information about this pecul- 
iar company. 

Miss P rieabein. Peculiar ? 

Mr. Wotverton. Do you know the par value of the stock? 

Miss PaperMan. No, I don’t. 

Mr. Wotverton. Have you ever had any inquiry from stockholders 
for a dividend ? 

Miss Parerman. Not that I remember. 

Mr. Wo tverton. Has there been any money in the company for 
which a dividend could be paid or declared ? 

Miss Paperman. I don’t know. I couldn’t answer that. I don’t 
know. 

Mr. Woxverton. Well, I would think as the bookkeeper you would 
know whether there had been enough in the treasury at any time over 
this period of years that you have been connected with the company to 
know whether there could be a dividend paid or not. 
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Miss ParermMan. The company has always had a lot of debt ever 
since I have known. 

Mr. Wotvertron. Beg pardon? 

Miss Parerman. The company has always had a number of debts 
as far as I can remember. 

Mr. Wo tverron. I will not take the time to go into the question of 
how the debts were incurred or to whom they were owned except to ask 
maybe one question. 

Did Mr. Goldfine owe any of these evidences of indebtedness or 
have any debts due him from the company ? 

Miss PapermMan. Oh, yes. 

Mr. Wotverton. How much? 

Miss Parerman. Mr. Goldfine has advanced money and made loans 
from one of his companies to the Boston Port from time to time. 
There is money due presently. 

Mr. Wotverton. I am speaking particularly now of the Port Devel- 
opment Co. Did that company owe him money ¢ 

Miss ParerMan. Oh, yes. 

Mr. Wotverton. How much? 

Miss ParermMan. That company owes him money now. 

Mr. Wotverton. How much? 

Miss ParerMAN. Over $100,000. 

Mr. Wotverton. How did the company get to the point of being 
indebted to him for the $100,000 ? 

Miss ParerMan. It’s a loan, a loan to the company. The company 
needed money to function, to pay some of its bills. 

Mr. Wotverton. For what purpose ? 

Miss Parerman. To pay bills. 

Mr. Wotverton. How were the bills incurred? By whom and for 
what purpose ? 

Miss ParperMan. Bank interest, payments on mortgages to banks. 

Mr. Wotverron. Is the company doing a large enough business that 
it would require $100,000 to pay its debt ? 

Miss ParerMan. Not always, no. 

Mr. Wotverton. Did they ever pay off the indebtedness to Mr. 
Goldfine ? 

Miss Parerman. Not completely. There’s always money due to 
Mr. Goldfine from the company. 

Mr. Wotverton. Is he a stockholder of the company ? 

Miss Parerman. He certainly is. 

Mr. Wotverton. And to what extent? 

Miss ParermMan. The majority. 

Mr. Wotverton. How many shares? 

Miss PaperMan. Over 5,000. 

Mr. Wotverron. Has there ever been any business of the company 
that. required the fixing of a value of the particular shares? 

Miss Parerman. I don’t know about that. That is out of my sphere. 

Mr. Wotverton. Did the company give or take collateral at any 
time ? 

Miss ParerMan. No, not that I know of. 

Mr. Wotverton. My time has run out, Mr. Chairman. There is 
much more I would like to inquire about if the time was available. 











3376 REGULATORY COMMISSIONS AND AGENCIES 


Mr. Witu1ams. Miss Paperman, I would like to ask two questions 
before we close. 

You mentioned that you could not say of your own knowledge 
whether tax returns have been filed over the period of the last several 
years. Did I understand you correctly, Miss Paperman ¢ 

Miss ParerMAN. Oh, no. I don’t think I was asked that question. 
The tax returns have been filed. All tax returns have been filed from 
1956. 

Mr. Wru1ams. I probably misunderstood you. I am sorry. 

Do you have any more questions ? 

Mr. Lishman. Not right now. 

Mr. Wiuuiams. I think perhaps this is a good stopping place, and, 
accordingly, the committee will stand adjourned until 10 o’clock to- 
morrow morning, at which time we will resume. 

(Whereupon, at 5:55 p.m., the committee adjourned, to be recon- 
vened at 10 a.m., Friday, June 6, 1958.) 





INVESTIGATION OF REGULATORY COMMISSIONS AND 
AGENCIES 


FRIDAY, JUNE 6, 1958 


Houser or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 
OF THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 
Boston, Mass. 

The special subcommittee met, pursuant to recess, at 10 a.m., in 
courtroom 6, U.S. Post Office and Courthouse Building, Hon. John Bell 
Williams presiding. 

Present: Representatives Williams and O’Hara. 

Also present: Robert W. Lishman, counsel to the subcommittee ; 
Francis X. McLaughlin, subcommittee attorney; Joseph P. O’Hara, 
subcommittee investigator ; Stuart C. Ross, consultant; and Herman C. 
Beasley, subcommittee clerk. 

Mr. Wuu1aMs. The committee will come to order. 

When the committee adjourned on yesterday afternoon it had not 
concluded with the testimony of Miss Mildred Paperman. There- 
fore, Miss Paperman is back ‘before the committee this morning and 
will be our first witness. 

May I indicate, for the purpose of the record, that this morning I 
am accompanied by my distinguished colleague from the State “of 
Minnesota, the Honorable Joseph P. O’Hara. 

I think it might be well to note that Miss Paperman is accompanied 
by two counsel, and is not accompanied by Mr. Robb who accompanied 
her yesterday. She has representing her today Mr. Sears. 

Mr. Sears, would you identify yourself for the record, please. 

Mr. Sears. I am a member of the bar of Massachusetts and of the 
Federal courts, and practice law in Boston, 75 Federal Street. 

Mr. Wiuu1AMs. What is your full name? 

Mr. Sears. Samuel Powers Sears, Brickley, Sears & Cole. 

Mr. Wiu1AMs. Thank you very much. 

Mr. Lishman. 

Mr. LisumMan. Miss Paperman, at the conclusion of yesterday’s 
hearing you were to take under advisement with your counsel as to 
whether or not you would produce certain shares of stock which were 
released to you by the Pilgrim Trust Co. Have you taken this matter 
under advisement and have you reached a conclusion ? 
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TESTIMONY OF MILDRED PAPERMAN, TREASURER, BOSTON PORT 
DEVELOPMENT CO., BOSTON, MASS. ; ACCOMPANIED BY SAMUEL P. 
SEARS AND LAWRENCE R. COHEN, ATTORNEYS AT LAW, BOSTON, 
MASS. 


Miss Paperman. Yes; I have, and I have not brought the certifi- 
cates. 

Mr. Lisuman. Why haven’t you brought the certificates? 

Miss Parerman. Under advisement of counsel, on the record as it 
now stands it does not appear that these certificates are in any possible 
way relevant to matters about which this committee is authorized to 
inquire. 

With great respect to the committee, therefore, and on the advice 
of counsel, I must decline to turn these records over the committee. 

Mr. Lisuman. Mr. Chairman, it is a matter of record that this com- 
pany for a number of years failed to file returns with the Securities 
and Exchange Commission. It is also a matter of record that when 
they did file certain returns they were found false and misleading. 

It is important to know in what manner the Boston Port Develop- 
ment Co. and the East Boston Co. have been managed and operated 
through the years and to verify that the controlling interest in these 
corporations which have been delinquent, as I have said, in their filing 
with the the SEC are owned or controlled by Mr. Bernard Goldfine, 
and these shares which have been released would tend to place more 
ownership in him of each of these two corporations. I submit it is 
relevant that we have them produced. 

Mr. Wiiutams. Miss Paperman, has a subpena duces tecum been 
issued you for these papers? Have you been served with a subpena 
demanding the production of these papers before this committee # 

Miss ParperMAn. No; I have not. 

Mr. Witu1aMs. If such a subpena should be served on you would 
you honor the subpena? 

Miss Paperman. [| still stand on my previous answer. 

Mr. Witutams. Miss Paperman, are you assuming the right to de- 
termine for yourself the relevancy of these documents te ‘this com- 
mittee’s investigation ? 

(The w itness ¢ confers with her counsel. ) 

Miss Paperman. Mr. Chairman, I feel that I have a right to be 
assured that these matters are relevant before I answer any further 
questions. 

Mr. Wiiu1ams. Miss Paperman, you heard the explanation by 
counsel a moment ago. Do you feel that that is sufficient ground to 
establish relevancy ¢ 

Miss ParperMaANn. No; I don’t, because I don’t think those statements 
were correct. 

Mr. Lisuman. What part of those statements was incorrect ? 

Miss ParperMaAn. There were several allegations made by you which 
I think were entirely wrong. You said the statements were false. 
They were not. They were true; they were correct. The records 
speak for themselves. 

Mr. Lisuman. Is it not a fact that the SEC returned your initial 
returns to you on the grounds that they were false and misleading ¢ 
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Miss Parrrman. No, they did not return them because they were 
false. They returned them because they were incomplete at the time 
because we did not have enough time to complete them. 

Mr. Lisuman. I think the record of the SEC speaks for itself. 

Miss PaperMan. I am all through with the SEC, and have pre- 
viously testified on this, and I don’t see any point of going over this 
again. We are in the process of litigation, and this case is up and 
I have answered all questions, and all information has been fur- 
nished. I don’t see the necessity for anything further. 

Mr. Lisoman. Did the SEC inform you that the reports filed by 
you were materially defective ? 

Miss PapermMan. Not to my knowledge. 

Mr. Lisoman. I thought you said that you knew all about what 
the SEC had done. 

Miss ParperMaN. When they were first filed the time allotted was 
not enough to complete them, and we then did the reports over and 
complet ted them, and they were filed in a satisfactory manner and 
accepted as such. We hi id no further complaint from the SEC about 
the inadequacy of our reports. 

Mr. Lisuman. Weren't your reports filed 8 years late ? 

Miss Parerman. I don’t recall now how late they were filed. 

Mr. List:man. You recall everything else. Why don’t you recall 
that ? 

Miss ParerMAN. That was all taken up with the SEC and they 
were filed and accepted and approved, and I don’t know of anything 
further. 

Mr. LisuMan. Is it your position that because this is a congres- 
sional committee we are not entitled to inquire into the manner in 
which the SEC has administered the law ? 

Miss ParerMaN. I previously recited my feeling on this point, and 
I stand on the same statement. 

Mr. LisuMaN. Is it your position that this committee is not en- 
titled to inquire as to the administration of the Securities and Ex- 
change Act of 1934? 

Miss PaperMan. Frankly, I don’t think so. 

Mr. Lishman. You don’t think we have legal authority to inves- 
tigate it? 

Miss Paperman. I don’t think that the matters are relevant. You 
have all this information. It is all a matter of record with the SEC. 
If there is anything further, you have all those reports. You know 
more about them than I do perhaps. 

Mr. Lisomay. Is it not a fact that the information on file by you 
with the SEC is incomplete ? 

Miss PaPeRMAN. Incomplete? Not tomy knowledge. 

Mr. LisuMaNn. Is it not a fact that the SEC iaitieated a suit to 
appoint a receiver and to punish the companies for criminal and 
civil contempt ? 

Miss Parperman. TheSEC did? Not tomy knowledge. 

Mr. Lisuman. Is it not a fact that the SEC instituted proceed- 
ings in the district court of this district, the Federal district. court, to 
have a receiver appointed for East Boston Co. and the Boston Port 
Development Co. ! 

Miss ParerMaNn. I don’t recall that. 
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Mr. Lisuman. Is it not a fact that a fine of $20,000 was imposed 
tentatively upon the East Boston and Boston Port Development Co. 
and Mr. Goldfine ? 

Mr. Sxars. Not Goldfine. 

Mr. Lisoman. Strike out Mr. Goldfine. 

On the company ? 

Miss ParerMAN. I remember something pertaining to that. 

Mr. Lisoman. It would seem that a $20,000 fine would be impor- 
tant enough to remember. 

Miss Parerman. I understand that that was a provisional fine at 
the time. 

Mr. Lisoman. And was that fine 

Mr. Srars. Wait a minute. 

Not to be imposed if the reports were—— 

Miss PaperMAN. It was a provisional fine not to be imposed if the 
reports were filed, and the reports were filed. 

Mr. LisomMan. And was that fine subsequently reduced to $3,000? 

Miss PaperMAN. It was not a fine. The $3,000 was something that 
the SEC asked for expenses. It was not a fine at all, and it was agreed 
upon and set. 

Mr. Sears. By both parties. 

Miss PaperMAN. By both parties. It was nota fine. 

Mr. Lisuman. Was not that fine measured by the out-of-pocket ex- 
pense accrued by the SEC in prosecuting these companies? 

Miss Parerman. There was no fine at all. 

Mr. Sears. Just civil; not criminal. 

Miss PaperMANn. It was civil and not criminal at all, and it was so 
stated by Judge Wyzanski. 

Mr. Lisuman. Is it not a fact that the provision to hold the com- 
panies in civil contempt and for the appointment of a receiver were 
withdrawn under circumstances which would indicate that someone 
must have approached the SEC to obtain their consent to withdrawal 
of this suit ? 

Miss ParermMan. Nosuch thing. That was withdrawn by the judge. 
It had nothing to do with the SEC. You are entirely wrong. That 
statement is without any foundation. 

Mr. Lisuman. Did not the SEC petition the court to withdraw its 
previous petition ? 

Miss ParerMan. No, it did not. That was withdrawn by the judge, 
Judge Wyzanski of the Federal court. 

Mr. Witu1ams. That was not the question, Miss Paperman. The 
question was, Did not the SEC petition the court to withdraw it? 

Miss Paperman. I don’t recall that. I don’t know what the SEC 
did. 

Mr. Lisnman. Wasn’t there a stipulation entered into between the 
attorneys for the SEC and the attorneys for these companies? 

Miss ParerMANn. Not that I know of. 

Mr. LisumMan. You seem to have a very convenient way of not know- 
ing about things that are important. 

Miss Parerman. I know things that are important that are true, 
but Iam not going to concede to anything that is a falsehood. 

Mr. Lisuman. Is it false that the suit by the SEC against these com- 
panies was withdrawn ¢ 
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Miss PaperMAN. Because it was the order of the court. It had noth- 
ing to do with the SEC. 

Mr. LisoMan. Pursuant toa stipulation ? 

Miss PaperMan. I don’t know anything about a stipulation. I am 
not a lawyer, Mr. Lishman. 

Mr. LisHman. Did the SEC withdraw its petition filed in this suit 
with the court ? 

Miss Paperman. I don’t know anything about the SEC. 

Mr. Lisuman. The court cael will show that on November 7, 
1956, the SEC filed a petition for an order to show cause for civil con- 
tempt and for appointment of a receiver for failure of the defendant, 
East Boston Co., to file annual and semiannual reports for 1956. The 
reports were filed on November 15, 1956, and the petition was then 
withdrawn. 

Mr. Wi11aMs. Miss Paperman, do you know those facts to be true # 

Mr. Lisuman. At the request of the SEC. 

Miss Parerman. If that is the record, that speaks for itself, Mr. 
Chairman. 

Mr. Wix1AMs. I asked you if you knew of your own knowledge 
if those facts are true. 

Miss Parperman. I don’t remember. 

If the record says it, then they must be. 

Mr. WuuiaMs. On the other ‘hand, do you know any part of that or 
all of it to be false? 

Miss Parerman. I don’t know anything other than what the record 
states. 

Mr. Witu1aMs. Yet it is your contention that this has absolutely no 
relevancy or relationship to the purpose of the investigation with 
which this committee is charged ? 

Miss ParperMAN. No. I am only referring at the moment to the 
stock certificates. J am not referring to the SEC matter. 

Mr. Lisuman. Now, Miss Paperman, in your testimony before the 
Securities and Exchange Commission do you recall that a question 
arose with respect t to the Boston Port Development Co. respecting cer- 
tain items charged as traveling expense ? 

Miss Parerman. Do I recall the question ? 

Mr. Lisuman. Yes. Were you questioned about items entered as 
traveling expense in the books of the Boston Port Development Co. ? 

Miss PapermMan. I probably was. I don’t remember the question. 

Mr. Lisoman. And was there a check drawn to the order of cash on 
January 24, 1950, by the Boston Port Development Co.? Do you re- 
call that there was a question asked you concerning that check ? 

Miss PaperMAN. Well, I don’t. No. 

Mr. LisomMan. Were you asked whether there was a voucher under- 
lying the amount of that check ? 

Miss ParermMAn. I don’t remember. I may have been. I don’t re- 
member what the questions were. 

Mr. Lisuman. And were you asked whether that check represented 
the traveling expenses of a trip made by you? 

Miss Parerman. I don’t recall, Mr. Lishman. 

Mr. Srars. Could we have the place, time, and date on these ques- 
tions, Mr. Chairman? It is rather difficult for the witness to pick 
them out of the air, so to speak. 
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Mr. Witiiams. She seems to have a rather convenient memory. 

Mr. Sears. The question was during the SEC proceeding. 

Mr. Wiutu1ams. I am sure that the counsel will identify these more 
specifically. 

Mr. Lisuman. To satisfy counsel, I will now, from the report of 
March 22, 1956, for the Boston Port Development Co., by Benjamin 
Brown, CPA, in schedule B, read an item dated J: :nuary 9, 1950: 

Check No. 1866 payable to M. Paperman. Expense charged—traveling. 
Amount, $1,750. 

Is that a correct entry ? 

Miss ParperMan. I suppose no doubt it is. 

Mr. Lisoman. When you were questioned in the course of your 
examination in the SEC proceedings were you asked if you could 
remember where you went on that trip, and your answer was you 
did not remember ? 

Miss ParerMan. If the record so states, that’s what I said. 

Mr. Sears. Could we have the date of that question ? 

Mr. Lisoman. We have the date of the entry, and the date of her 
testimony before the SEC was September 27, 1956. 

Mr. Sears. 1956? 

Mr. Lisoman. Yes. 

It would seem that a trip that cost $1,750 would be of sufficient 
importance for the person making the trip to remember where she 
went, would it not ? 

Miss Pa APERMAN. It may not have constituted one trip. I don’t 
remember now what it was. That goes back to what? Eight, nine 
years ago. 

Mr. Lisoman. What necessitated your traveling for the Boston 
Port Development Co. ? 

Miss ParerMan. I don’t remember that now. 

Mr. LisHman. You don’t remember. 

Miss PapermMan. Not now. 

Mr. Lisoman. Do you remember where you went? 

Miss Paperman. No. I have been many places. I don’t remember. 

Mr. Wu1aMs. Would you name a few of those places, please? 

Miss Parerman. Where I have been? 

Mr. Lisuman. On behalf of the Boston Port Development Co. 

Miss PaperMAN. . Oh, I have made various trips. 

Mr. Lisoman. Would you name a few of the places that you made 
trips to for the Boston Port Development Co. ? 

Miss Paperman. I can’t remember. I'll have to stick to the same 
answer that I gave to the SEC at the time. 

Mr. Lisuman. What was the purpose of these trips that you made 
for the Boston Port oe elopment Co. ? 

Miss Parerman. I don’t remember that now, Mr. Lishman. 

Mr. Lisoman. What is the nature of your duties with the Boston 
Port Development Co. ? 

Miss PaperMAN. I am treasurer; have been and still am. 

Mr. Lispman. And is it correct that all the assets of the Boston 
Port Development Co. are located in and near Boston ? 

Miss Paperman. They are. 

Mr. Lisuman. As treasurer of that company, was it your custom 
to permit checks to be issued without supporting vouchers? 
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Miss Paperman. Not asa general rule. 

Mr. LisHmMan. But you did sometimes ? 

Miss Parerman. I did once in a while. 

Mr. Lisuman. And this was one of those occasions when you re- 
ceived $1,750 for travel ? 

Miss Parerman. Could have been. 

Mr. Lisoyman. Mr. Chairman, I would like to introduce in the 
record at this point an extract from a report dated March 22, 1956, 
of the Boston Port Development Co. by Benjamin Brown, CPA, on 
his examination of the company’s books and records for its fiscal 
years ended December 31, 1947, to 1954, inclusive, and I may add 
these were years in which this company was failing to comply with 
the law in filing reports with the SEC. 

I would like to read into the record in this schedule B which lists 
checks charged to corporation expense for which no supporting 
vouchers were available, and this is the report by a CPA, and the 
company’s own CPA. 

Mr. Witui1Ams. What is the source of this, please? 

Mr. Lisuman. Mr. Benjamin Brown, a CPA and auditor for 
the Boston Port Development Co., has submitted this report from 
which we will now read the entries showi ing checks we to corpora- 
tion expense for which no supporting vouc chers were available. 

Mr. Wiix1AMs. Those checks will be permitted to - read into the 
record. 

Mr. Sears. Was this from the SEC files? 

Mr. LisuMan. This material was subpenaed from the files of Mr. 
Benjamin Brown who, by the way, at one stage in the SEC proceeding 
was represented as an independent certified public accountant, and 
the SEC objected to that on the ground that he was not because he 
was, in effect, in his employment a director of the Boston Port De- 
velopment Co. 

The checks charged to corporation expense for which no supporting 
vouchers were available are as follows: 


Date, December 22, 1947; check 1538, W. J. McDonald; commis- 
sions, $20,000. No voucher for that. 

Mr. Wiiu1ams. Do you know anything about that, Miss Paper- 
man ? 


Miss ParerMan. No, other than I was asked by Mr. McDonald 
to draw the check, and that it was commission due him. 

Mr. Lisnman. Another check of the same date, December 22, 1947, 
payable to Bernard Goldfine, commissions, $20,000. There is no in- 
voice for this expense. 

Mr. Wiiu1aMs. Do you know anything about that ? 

Miss Parprrman. The same. It was drawn at the direction of W. J. 
McDonald for a commission. 

Mr. Lisuman. What services would Mr. Goldfine perform for this 
company which would entitle him to a commission ? 

Miss Parerman. Mr. Goldfine was instrumental in making numer- 
ous sales of land along with Mr. McDonald. 

Mr. LisuMan. What sales of lands did Mr. Goldfine accomplish 
in 1947 ? 

Miss ParerMan. That was certainly a big year for a sale of land. 
you have the reports before you, I think they speak for them- 
selves. 
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Mr. Lisuman. The third check for which no voucher was filed 
is that of December 23, 1947, to Lawrence Lowry for legal and pro- 
fessional services, in the amount of $106. The next one is December 
26, 1947, to the Pilgrim Trust Co. for legal and professional services, 
$2,500. 

Mr. Wiiu1aMs. Do you know anything about those last two ? 

Miss ParerMan. That is not right. It couldn’t be $2,500 for 
legal and professional. That is a typographical error somewhere. 
That is wrong. 

Mr. LisomMan. We are taking this from your own auditor’s re 

Miss ParerMan. I don’t know. I would have to check. I 
know of any check to the Pilgrim Trust Co. for legal and esta 
sional. That doesn’t sound right. 

Mr. Wuu1aMs. If that is not right, what was it for? 

Miss ParermMan. I don’t remember now. I don’t remember. But 
I know there would be no occasion ever for a check to the Pilgrim 
Trust for that. 

Mr. Lisuman. The next check is January 19, 1948, to Robert L. 
Lee for legal and professional, in the amount of $1,000, and no voucher 
was filed for that. 

What was that expense for ? 

Miss ParermMan. Legal work. He is a lawyer. I don’t remember 
what it was for. 

Mr. LisuMan. But you didn’t have any bill from him ? 

Miss Parerman. I don’t remember whether I had it or not. 

Mr. Lisoman. Your auditor reports you didn’t. 

Miss Parerman. Then apparently there wasn’t one that I could 
locate. 

You are speaking now of records that go back 10, 12, years. 

Mr. Lisuman. This was during the period when this company was 
failing to file reports required by law with the SEC. 

Miss Parerman. Even so, several years had elapsed. 

Mr. Lasuman. During this period the company was holding no 
stockholders meetings and making no reports to stockholders. 

Mr. WuiaMs. Is that a correct statement, Miss Paperman ? 

Miss Paperman. After the death of Mr. McDonald there was no 
president in the company, and there were no meetings held. 

Mr. WuiaMs. There were no stockholders meetings and no reports 
to stockholders? 

Miss Parerman. Not that I recall. 

Mr. O’Hara. When did Mr. McDonald die? 

Miss PaperMAN. In 1948. 

Mr. Lisoman. On January 20, 1948, there is a check to Harry H. 
Ham for legal and professional services, $545.50, and no voucher was 
in your files for that. 

Miss Parerman. Mr. Ham is a lawyer, was clerk of the corporation 
at that time. 

Mr. Lisuman. Then on May 17, 1948, there was a check to W. R. 
Scudder charged to commissions in the amount of $150, and there 
is no voucher for that. 

Mr. WiturAMs. Do you know anything about that? 

Miss Parrrman. Mr. Scudder no doubt sold some land. 

Mr. Sears. Do you know anything about it ? 
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Miss Paprrman. No, nothing other than the record. 

Mr. Witu1AMs. Do you know whether he gave a note in return for 
that $150 commission ? 

Miss ParerMAN. If it was charged to commission he didn’t give a 
note, no, sir. 

I think Mr. Scudder explained so very clearly yesterday on notes. 
I don’t think there would be any question about that. 

Mr. Lisuman. On December 29, 1949, there was another check to 
Winthrop R. Scudder charged to commissions in the amount of $5,000 
for which there is no voucher. 

Mr. Wiiu1aMs. Do you know anything about that, Miss Paperman ? 

Miss ParerMan. No, other than that it was a commission due Mr. 
Scudder, and he got a check for it. Mr. Scudder sold land for the 
company, the only one that does make sales now. 

Mr. Witu1aMs. Did he sign a note for $5,000 back to you? 

Miss PapermMAn. No. He would have so testified if he had. 

Mr. Lisoman. On December 29, 1949, there was a check to Samuel 
W. Chase again charged to commissions, in the amount of $100 for 
which there is no voucher. 

Mr. Wuutams. Do you know anything about that, Miss Paperman ? 

Miss Parerman. Nothing, nothing different than what the record 
states. 

Mr. Wiu1AMs. Do you know Mr. Samuel W. Chase? 

Miss ParperMAN. Beg your pardon? 

Mr. Wiiu1amMs. Do you know the gentleman Mr. Chase? 

Miss ParermMAN. Oh, I know him. He passed away. 

Mr. Wititams. Was he an employee of your company? 

Miss ParerMAN. No. 

Well, he wasn’t an employee. He just used to have desk space at 
the office. He was there to answer the telephone, take messages. 

Mr. WixiAMs. Did he receive a salary ? 

Miss ParerMAN. No, he didn’t. Just the last couple of years he got 
small checks, but other than that he was never on the payroll. 

Mr. Lisuman. It is claimed that he owed on certain notes to the 
Boston Port Development Co. ? 

Miss ParerMAN. Oh, yes. 

Mr. Lisoman. How much? 

Miss PaperMAN. I don’t remember offhand. 

Mr. Lisuman. Would it amount to $34,700? 

Miss ParermaNn. If the record so states, that’s what it is. I don’t 
remember. 

Mr. LisumMan. Well, as treasurer of the company you seem to have 
remarkedly little knowledge about sums of $34,700, whether or not 
they are owed to the company. 

Miss PapermMan. Those loans were made to Mr. McDonald, and I 
know very little about them. 

Mr. LisuMan. Don’t you think it is part of your duties as treasurer 
of a company to know whether or not an amount of $34,700 is owed to 
the company ¢ 

Miss ParerMAN. On the record it’s owed. On the books it’s owed. 
That loan was made by Mr. McDonald, and I took my orders from 
him. 

Mr. Lisuman. As treasurer of the company have you ever made 
any attempt to collect these notes of $34,700 ? 
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Miss Parperman. I don’t recall. 

Mr. Lisoaan. Do you know whether the company has ever made 
any such attempt? 

Miss PaperMan. The company has? I don’t know. 

Mr. LisomMaNn. Just what do you do as treasurer? 

Miss Paperman. I keep the books. 

Mr. Lisuman. And draw checks? 

Miss PapermMan. And draw checks. 

Mr. Lisuman. But you do not require vouchers apparently in 
important matters to support the checks issued ? 

Miss ParerMANn. I get vouchers in most cases; 95 percent of the 
time I have vouchers. Once in a while I found things that I think 
are in every company. You don’t always get a bill for every dollar 
you pay. 

Mr. Lisuman. A bill for $20,000? 

Miss ParermMAN. That is commission. It speaks for itself. 

Mr. Lisuman. The next check for which there is no voucher is that 
of December 30, 1949, to W. R. Scudder, charged to office, in the 
amount of $25. 

Mr. Witu1ams. Do you know anything about that, Miss Paper- 
man ? 

Miss Paperman. I don’t remember what that $25 was for. It was 
some expenditure of Mr. Scudder’s. 

Mr. Lisuman. I am coming down to January 9, 1950, check pay- 
able to you for traveling, in the amount of $1,750, and there is no 
voucher available for that. 

Miss Parerman. Isn’t that the one you spoke about a little while 
ago ? 

Mr, Lisuman. Yes. I am just calling your attention to it again. 

Miss Parerman. I don’t know anything different than what I have 
already told you. I have been all through it now. 

Mr. Lisoman. Which is nothing ? 

Miss PaperMan. Very sorry. I just don’t remember. 

Mr. Lisoman. You don’t know where you went or for what pur- 

ose ? 

Miss ParpermMan. I don’t remember. I have been all through this 
once before. This is duplicating and the same thing all over again. 

Mr. Lisuman. You spent $1,750 without an expense voucher, tak- 
ing a trip, and you don’t remember where or why or for what pur- 
pose ? 

Miss ParerMan. I didn’t say I took a trip, Mr. Lishman. I want 
to correct you once again. It could have been several trips. I don’t 
remember. 

Mr. Lisuman. But as a fiduciary and treasurer of this company, 
don’t you think that you should have been under a duty to put in a 
voucher for this amount ? 

Miss Parperman. Maybe I should have. I don’t know. I don’t 
know I didn’t. If I didn’t, I just didn’t. I don’t remember that. 

Mr. Wru1ams. To what extent, Miss Paperman, do you recognize 
your obligation to your stockholders with respect to these expend- 
itures ? 

Miss ParerMan. To what extent? Tothe fullest extent. I haven’t 
done anything wrong in the company. I have been treasurer 
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Mr, Wiiu1aMs. You say a stockholder is not entitled to a bill of 
particulars with respect to these expenditures? 

Miss Parerman. Those that have been entitled to it, if they are. 

Mr. Wiuutams. Have they received such a bill of particulars? 

Miss ParermMan. Mr. Goldfine is the majority stockholder. He is 
the principal stockholder. 

Mr. Wixt1aMs. Who is that? 

Miss ParerMaNn. I beg your pardon ? 

Mr. O’Hara. Who is the principal stockholder ? 

Miss ParerMan. You said did I owe anything to the stockhold- 
ers. I said Mr. Goldfine is the principal stockholder, the major- 
ity stockholder. 

Mr. Wiuurams. Do you recognize a similar obligation to the minor- 
ity stockholders ? 

Miss Parerman. Oh,I do. Idotoall. Idotoall. 

Mr. Wiuu1aMs. Have they ever received this information ? 

Miss ParermMan. What information ? 

Mr. Wiuu1ams. Any reports of any kind as to the expenditures. 

Miss ParerMANn. The reports have all been filed with the SEC. 
And I imagine that they are available. 

Mr. Lisuman. Miss Paperman, do you make the same reports to 
minority stockholders as you do to Mr. Bernard Goldfine? 

Miss ParerMan. What minority stockholders ? 

The reports that are are made which are available to all stock- 
holders are the SEC reports, I take it. 

Mr. Lisuman. Has the company, to your knowledge, ever furnished 
the stockholders with a report, an annual report ? 

Miss Parerman. Not that I know. The report filed was a certifi- 
cate of condition filed with the State house. Those records are 
available. 

Mr. LisuMan. Doesn’t it require generally, under the articles of 
incorporation of a company, that they have annual meetings of stock- 
holders and that reports be made to those stockholders at such annual 
meeting ? 

Miss ParerMAn. I don’t know, Mr. Lishman. 

Mr. Wiriuiams. How did your charter of incorporation deal with 
that? 

Miss PapermMan. I don’t know. I couldn’t answer that. I am not 
familiar with that. 

Mr. WriritamMs. You are not familiar with the charter of your 
incorporation ? 

Miss ParermMan. No. 

Mr. Witu1aMs. As an officer of the company ? 

Miss PaperMAN. I am not. 

Mr. WitutaMs. As treasurer? 

Miss ParermMan. I am not. 

Mr. LishmMan. Miss Paperman, isn’t it a fact that Northfield Mills 
lost its certificate of incorporation in Vermont because of its failure 
te file required financial reports with the secretary of state of 
Vermont ? 

Miss Paperman. What has Northfield Mills got to do with this 
hearing ? 

Mr. LisuMan. I am eliciting a course of conduct in these companies 
which shows a complete disregard for law, State and Federal. 
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Miss Parerman. I think that is not relevant at all. I stand on my 
first statement. The Northfield Mills or any of these other companies 
have no bearing. 

Mr. Lisuman. Is it true or not that the Northfield Mills Corp. was 
revoked by the State of Vermont for failure to file State reports ? 

Miss PapermMan. I respectfully decline to answer that. 

Mr. Lisuman. On what grounds? 

Miss ParermMan. Because I don’t think it is relevant. I don’t see 
where Northfield Mills has anything to do with these hearings at all. 

Mr. Lisuman. Is it not a fact that Boston Port Development Co 
owes money to Northfield Mills? 

Miss ParermMan. Yes; it isa fact. 

Mr. Lisuman. Is that amount $7,000? 

Miss Parerman. That amount today, I believe, is $103,000. 

Mr. Lisoman. Miss Paperman, on January 24, 1950, there was a 
check to the Pilgrim Trust Co., charged to “office,” in the amount of 
$1,000 for which there is no voucher. 

Miss Paprrman. I can’t explain that here without checking the 
record. 

Mr. Lisoman. What record would you check? We are reading to 
you from a report of your own CPA. 

Miss PaperMan. I don’t know. 

Mr. Lisnman. What records would you check that your own CPA 
has not already checked ? 

Miss PapermMan. I would have to look into that. It could be a 
typographical error. 

Mr. Lisoman. There seem to be a number of typographical errors 
in your own CPA’s report. 

Miss ParermMan. I am very sorry, Mr. Lishman, but I can’t say 
that without verifying. 

Mr. Lisuman. Don’t you take the word of your own CPA? 

Miss ParermMan. I certainly do. 

Mr. Lisuman. And 

Mr. Sears. I think you ought to make clear whether you are read- 
ing from his record or somebody’s memos of it. 

Mr. Wriuuiams. That has already been established. 

Mr. Lisuman. That is from his report. 

Mr. Sears. Yes, but is it Brown’s typing or is it somebody else who 
typed from his reports or could have made a mistake ? 

Mr. Lisoman. What difference would that make? 
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Mr. Sears. If you can’t see it I won’t explain it to you. 

Miss ParerMaNn. It certainly does, Mr. Lishman. 

Mr. Lisuman. We have the report itself, if that will please you. 

Mr. Sears. All right; certainly. You should have used it in the 
first place. 

Mr. Lisuman. I will now read from the report itself; and the 
extract that has been read heretofore, Mr. Chairman, has been care- 
fully compared with the original. 

Mr. Wiu1aMs. Proceed. 

Mr. Lisuman. The next check is that of May 10, 1950, American 
Airlines, charged to traveling, in the amount of $715.30. There is no 
voucher for that. 

Mr. Witiiams. Do you know anything about that, Miss Paperman ? 

Miss Parerman. I don’t remember anything. The report speaks 
for itself. If the check was payable to the American Airlines, that’s 
it. 

Mr. Witu1ams. Do you know who did the traveling and for what 
purpose ¢ 

Miss Parerman. Not offhand. 

Mr. WituiaMs. Is there any record in your oflice that would indicate 
who did the traveling and for what purpose ? 

Miss Parprrman. I would be glad to check it. 

Mr. Lisu»1an. Mr. Chairman, I haven’t read all the checks into the 
record for which there were no vouchers according to the CPA’s re- 
port, but the total amount, as shown by Mr. Benjamin Brown, CPA, 
for Boston Port Development Co. for checks for which there were no 
substantiating vouchers is $54,514.80. That list comprises checks 
which were drawn only to individuals or companies for which there 
are no vouchers. 

In addition, there is another list of checks drawn by the Boston 
Port Development Co. for which there are no vouchers, drawn to the 
order of cash, which totals $25,251.51. 

Mr. Wituiams. All of this is taken from the auditor’s report? 

Mr. Lisuman. This is all taken from the report dated March 22, 
1956, to the Boston Port Development Co., by Benjamin Brown, CPA, 
on his examination of = company’s books and records for its fiscal 
years ended December 31, 1947-54, inclusive. 

I would like to have incorporated in the record at this point this 
copy which has been carefully compared with the original in the files 
of the subcommittee, which shows this total of unvouchered checks in 
the amount of $25,251.51. 

Mr. Wuui1aMs. Without objection, it is so ordered. 
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(The document referred to follows :) 


[Excerpts from report dated Mar. 22, 1956, to Boston Port Development Co. by Benjamin Brown, OPA, on 
his examination of the company’s books and records for its fiscal years ended Dec. 31, 1947, to 1954, inclu 
sive] 

Boston Port DEVELOPMENT Co. 


ScHEDULE A.—Checks drawn to order of “cash” and charged to corporation 
expense—No vouchers were available to explain them 
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(Excerpts from p. 20 of Brown’s report.) 


Mr. Witui4Ms. Before you get into this, Mr. Lishman, the com- 
mittee will recess for about 10 minutes. 

(A brief recess was taken.) 

Mr. Wiiu1aMs. The committee will be in order. 

The committee will resume its sitting, and the Chair recognizes the 
counsel, Mr, Lishman. 

Mr. Lisuman. Miss Paperman, I believe you testified yesterday that 
you draw checks for Northfield Mills, Inc. Is that correct ? 

Miss ParerMan. Yes. 

Mr. Lisuman. What position do you hold in Northfield Mills, Inc. ? 

Miss Parerman. What does Northfield Mills have to do with this 
hearing? I don’t think that is relevant. 

Mr. Lisoman. Mr. Chairman, I think the witness should be ad- 
monished to answer questions. 

Mr. Witu1aMs. Miss Paperman, you have been asked a question. It 
is not your prerogative to interrogate the counsel or the committee. 
It is the committee’s prerogative to interrogate you. 

The committee is seeking information. If the information you de- 
sire relates to the form of the question or if you don’t understand the 
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uestion, of course the question could be repeated and clarified for you. 
But I trust that the witness will endeavor to answer as best she can 
the questions propounded by the counsel. 

Miss ParerMAN. What does Northfield Mills have to do with this 
hearing ¢ 

Mr. Witu1aMs. Miss Paperman, that is a matter that is determined 
by the committee. 

The question has been asked. If you do not desire to answer it, then 
the Chair will decide whether to direct you to answer the question, 

Miss Parerman. I refuse—— 

Mr. Sears. What is the question then ? 

Mr. LisumMan. What position do you hold with Northfield Mills, 
Inc. ¢ 

Miss PareRMAN. I refuse to answer that. 

Mr. Lisoman. On what ground ? 

Miss PaperMAN. It is not relevant. 

Mr. Lisoman. Relevant to what? 

Miss Paperman. To this hearing. 

Mr. Wuuiams. Miss Paperman, the Chair directs you to answer 
the question. 

Will you repeat the question, please, Mr. Lishman. 

Mr. Lisuman. What position do you hold with Northfield Mills, 
Inc. ? 

Miss ParermAn. I respecfully decline to answer that question on 
the ground that it cannot possibly be relevant to the matters about 
which the committee is authorized to inquire, and on the further 
ground that it concerns the internal affairs of a corporation and the 
private affairs of individuals, including myself, who are presently in- 
volved in pending litigation about these very matters which are now 
under judicial consideration. To answer that type of question might 
prejudice the rights of parties to that proceeding. 

Mr. Wiuiams. Mr. Counsel, will you state the relevancy of the 
question, please. 

Mr. Lisuman. It is relevant in several different directions. I will 
just confine this remark to one of the directions. 

The Northfield Mills, Inc., is a company owned and controlled by 
Mr. Bernard Goldfine, which has been charged in the past with viola- 
tions of the Wool Labeling Act by the Federal Trade Commission. 
The failure of the Federal Trade Commission to take appropriate 
enforcement action for the misbranding of this company is pertinent 
to the purpose for which this committee was established. 

Mr. Wiiu1AMs. Miss Paperman, the operations of the Federal Trade 
Commission, the operations and activities of the Securities and Ex- 
change Commission, are both subject to the jurisdiction of this sub- 
committee. The Chair considers this to be a relevant and pertinent 
question, and directs you to answer the question. 

(The witness confers with her counsel. ) 

Mr. Sears. May I state for the witness that she has been cleared 
to answer the question without waiving any future rights to object. 

Mr. Wiuu1aMs. The Chair has directed you to answer the question, 
Miss Paperman. Have you decided to answer the question ? 

Miss ParerMan. I hold no office. 

Mr. LisuMan. What position do you hold-with the company? Are 
you its bookkeeper ? 











3392 REGULATORY COMMISSIONS AND AGENCIES 


Miss PapermMan. Yes. 

Mr. Witu1aMs. You do not consider that an office with the company, 
Miss Paperman ? 

Miss Parerman. No, I don’t. 

Mr. Lisuman. And you are authorized to draw checks on behalf of 
Northfield Mills, Inc. ? 

(The witness confers with her counsel.) 

Miss PaperMAN. No. 

Mr. Lisuman. Have you ever drawn checks? 

Miss ParerMAN. Yes. 

Mr. Lisuman. On behalf of Northfield Mills? 

Miss PaperMaNn. Yes, certainly. 

Mr. Lisuman. And yet you are not authorized to draw the checks? 

Miss ParerMAN. Only when I am so directed. 

Mr. Lisoman. And who directs you? 

Miss Parerman. Mr. Goldfine. 

Mr. Wiu1aMs. Will you permit an interruption at this point. 

Have you ever held any kind of position with this company other 
than the one that you presently Meds to? 

Miss ParermMAn. No. 

Mr. Wiuuiams. Have you ever served in the capacity of clerk pro 
tem of this company ? 

Miss ParerMANn. I think I have. 

Mr. Wuui1aMs. Yet you do not consider that as being a position 
with the company ? 

Miss ParermMan. No, I don’t. 

Mr. LisomMan. Miss Paperman, what position do you hold with the 
Lebanon Woolen Mills Corp. ? 

Miss Parperman. None. 

Mr. Lisuman. Are you its bookkeeper ? 

Miss ParermMAN. No, I’m not. 

Mr. Lisuman. Have you drawn checks on behalf of Lebanon Woolen 
Mills Corp. ? 

Miss ParerMan. No, I have not. 

Mr. Lisnman. Do you have access to the books of the Lebanon 
Woolen Mills Corp. ? 

Miss Parerman. No, I do not. 

Mr. Lisman. Have you ever seen such books? 

(The witness confers with her counsel.) 

Miss Parerman. No, I have not. 

Mr. Lisoman. Do you know who the bookkeeper is for Lebanon 
Woolen Mills Corp. ? 

Miss ParerMaNn. No, I don’t. 

Mr. Lisuoman. Do you know whether those books are kept at 35 
Kneeland Street, Boston ? 

Miss ParermMan. No, I don’t. 

Mr. Lisuman. Do you know whether Mr, Bernard Goldfine has an 
interest in Lebanon Woolen Mills Corp. ? 

Miss ParerMaNn. I don’t. 

Mr. Lisuman. You are sure of all these answers you are giving? 
I am cautioning you on your answers. 

(The witness confers with her counsel.) 

Mr. Lisnman. I must remind the witness she is under oath, and 
the questions I am asking are very pertinent. 
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Mr. Wituiams. The witness has counsel to advise her in making 
these replies. 

Mr. Sears. Would you put the question again, Mr. Lishman? 

Mr. Lisuman. I would like to have the series of questions which 
I just read repeated by the official stenographer. 

(The record was read by the reporter, as follows :) 

Mr. LisHMAN. Do you have access to the books of the Lebanon Woolen 
Mills Corp? 

Miss PAPERMAN. No, I do not. 

Mr. Witu1ams Miss Paperman, do you desire to reconsider your 
answer to that question ? 

Miss Paperman, The answer to that is correct. I don’t have ac- 
cesstothem. I havenothing to do with them. 

Mr. Wiutu1ams. All right. You may go to the next question, 

Mr. LISHMAN. Have you ever seen such books? 

Miss PAPERMAN. No, I have not. 

Mr. Wuu1aMs. Do you desire to reconsider your answer to that 
question, Miss Paperman ? 

Miss PaperMaNn. I have nothing to do with the books. I mean 
there are books, but I have nothing to do with them. 

Mr. Lisoman. The question is have you ever seen them. 

Mr. Sears. By “them” you mean the contents? Or outside? 

Mr. Wiiu1AMs. The question speaks for itself. 

Mr. Sears. I submit it is ambiguous. 

Mr. Wiuu1aMs. The question is have you ever seen the inside or 
outside. The question can be asked in that respect. 

The question is has she ever seen the books. 

Miss Parerman. I never saw the inside, if that is what you mean. 

Mr. Wituiams. Yes. 

Mr. Lisoman. Read the rest of the questions. 

Mr. LisHMAN. Do you know who the bookkeeper is for Lebanon Woolen 
Mills Corp. ? 

Miss PAPERMAN. No, I don’t. 

Mr. Witx1aMs. Do you desire to reconsider your answer to that 
question, Miss Paperman ? 

(The witness confers with her counsel.) 

Miss PAPERMAN, Yes. 

Miss Gottlieb. 

Mr. Wiix1ams. Who? 

Miss ParerMAN. Miss Gottlieb. 

Mr. Witu1aMs. Then you were in error in your first reply ? 

Miss ParerMAN. Yes. 

The reason for my refusing to answer to any of them was because 
I didn’t think they were relevant, and I don’t think I should answer 
anyofthem. It had nothing to do with me. 

Mr. Lisoman. Mr. Chairman, it was not a question of refusal to 
answer. It was a question where she answered directly—no, she did 
not know the bookkeeper. And now, being caught, the witness admits 
she did know the bookkeeper. 

Mr. Witu1aMs. We are giving her an opportunity to reconsider the 
answers to these questions, and, while I quite agree with’ counsel, I 
think, in fairness, that these questions should be reread to her and she 
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should be given an opportunity to refresh her memory in instances 
when she may have been in error. 

(The record was read by the reporter, as follows :) 

Mr. LisHMAN. Do you know whether those books are kept at 35 Kneeland 
Street, Boston? 

Miss PAPERMAN. No, I don’t. 

Mr. Wi11ams. Do you desire to reconsider your answer to that 
question ¢ 

Miss Parerman. I don’t know too much about the books of the 
Lebanon Woolen Mills. I think some of them are kept in Boston, some 
of them at the mill, but I am not sure. I have nothing to do with 
them. 

Mr. Wru1ams. Then you stand on your answer to that question 
that you do not know where these books are kept ? 

Miss Paperman. I said some of them are in Boston, some of them 
atthe mill. Which ones are I don’t know. 

Mr. Wiis. All right. 

Mr. Lisuman. When you say that some of the books are kept in 
Boston, do you mean at 35 Kneeland Street ? 

Miss PaperMAN. Yes. 

Mr. Wiu1AMs. Then your original answer was in error ? 

Miss ParerMan. It was all based on the fact that I didn’t think it 
was relevant, and I wasn’t going to reply to anything that I didn’t 
think concerned me or concerned this hearing. 

Mr. Lisuman. Again I point out that the witness did reply to the 
question and gave an answer which is different than the one she is now 
giving. 

Mr. Witurams. I think the record speaks for itself in that respect. 

Miss Paperman, that answer was given, an answer which you now 
admit was erroneous and, apparently, deliberately so. 

The Chair would like to give you an opportunity to correct any 
of these answers which you feel were given in error, whether given 
deliberately or accidentally. 

Miss PaperMan. I have already answered the question, Mr. Chair- 
man. 

Mr. Witu1aMs. Read the next one. 

(The record was read by the reporter, as follows :) 

Mr. LisHMAN. Do you know whether Mr. Bernard Goldfine has an interest in 
Lebanon Woolen Mills Corp.? 

Miss PAPERMAN. I don’t. 

Miss PapermMan. Yes. 

Mr. Lisoman. What is the answer now ? 

Miss Paperman. Yes. 

Mr. Wirt1ams. Then your original answer was in error? 

Miss ParerMANn. Based on the same grounds. 

Mr. Lisoman. Again I point out a reply was given—“I don’t know.” 
Now the answer has been changed. 

Mr. Witu1ams. She refreshed her memory. 

Mr. Lisoman. Miss Paperman, what is your position with Strath- 
more Woolen Co.? 

Miss Parerman. What position? 

Mr. Lisnman. Yes; what is your position? 
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Miss Parerman. I keep the books of the Strathmore Woolen Co. 

Mr. LisumMan. Are you an officer? 

Miss ParerMan. No, I’m not. 

Mr. Lisuman. And where are those books kept? 

Miss PaperMAN. 35 Kneeland Street. 

Mr. Lisuman. And do you sign checks for Strathmore Woolen Co. ? 

Miss Parerman. No, I do not. 

Mr. Lisuman. Do you know who is the treasurer of Strathmore 
Woolen Co.? 

Miss Parerman. Yes. Mr. Goldfine. 

Mr. Lisuman. Mr. Bernard Goldfine? 

Miss PapermMan. Yes. 

Mr. Lisuman. Do you have custody of the books of the Strathmore 
Woolen Co.? 

Miss PaperMANn. Yes. 

Mr. Lisuman. How long have you kept the books of Northfield 
Mills, Inc. ? 

Miss ParermMan. Ever since 

I don’t remember the year. Ever since the corporation was started. 

Mr. Lisuman. Could you approximate that date, please ? 

Miss ParerMAN. Probably 17 or 18 years. I’m not sure. 

Mr. LisHMan. Were you ever directed to obtain a treasurer’s check 
on behalf of Northfield Mills, Inc. ? 

Miss ParerMan. On behalf of Northfield Mills? By whom? 

Mr. Lisoman. By Mr. Goldfine or any other person. 

Miss ParperMan. What company? 

Mr. Lisuman. Northfield Mills, Inc. 

Miss Parerman. You mean a Northfield check on behalf of North- 
field? Is that what you mean? 

Mr. Lisuoman. Purchased a treasurers’s check on behalf of North- 
field Mills, Inc. 

Miss PaperMAN. It’s not relevant. I refuse to answer. 

Mr. Wiru1ams. What was the question again? 

Mr. Lisoman. Will you read the question ? 

(The reporter read the record, as follows:) 

Mr. LisHMAN. Were you ever directed to obtain a treasurer’s check on behalf 
of Northfield Mills, Inc.? 

Miss PAPERMAN. On behalf of Northfield Mills? By whom? 

Mr. LISHMAN. By Mr. Goldfine or any other person. 

Miss PAPERMAN. What company? 

Mr. LisHMAN. Northfield Mills, Inc. 

Miss PAPERMAN. You mean a Northfield check on behalf of Northfield? Is 
that what you mean? 

Mr. LisHMAN. Purchased a treasurer’s check on behalf of Northfield Mills, Inc. 

Miss PAPERMAN. It’s not relevant. I refuse to answer. 

Mr. Lisoman. Mr. Chairman, I would like to point out the rele- 
vancy of this question. 

We have authenticated records here showing that a treasurer’s 
check was purchased by Northfield Mills, As a matter of fact, three 
separate treasurer’s checks were purchased by Northfield Mills at the 
Pilgrim Trust Co. in Boston, one in the amount of $100,000 payable 
to Paul A. Dever; another in the amount of $11,000 payable to Paul 
A. Dever; and on the same day another one in the amount of $11,000 
payable to Paul A. Dever. 
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There is authenticated information in the files of the subcommittee 
that certain political officials were influential in helping Northfield 
Mills and others of the companies involved in this proceeding from 
having the Federal law properly enforced against them. 

It is pertinent to this inquiry to ascertain why these large sums 
of money were paid to this individual, whether he presented the com- 
pany with an invoice or whether this is another one of those instances 
where checks are drawn without supporting invoices. So I submit 
it is highly relevant to this inquiry. 

Mr. Woxzises. For the sake of the record, Mr. Lishman, did Mr. 
Paul A. Dever have any connection with government? State or 
Federal? 

Mr. Lisuman. Yes, sir. 

Mr. Conen. Could we have the dates of the checks? 

Mr. Witurams. What was that date, Mr. Lishman ? 

Mr. Lisoman. Among other official positions held by Mr. Dever 
was the Governorship of the Commonwealth of Massachusetts. 

Mr. Wi11ams. Was Mr. Dever active in the interests of any politi- 
cal party during his time? 

Mr. Lisoman. It is a matter of common knowledge that he was one 
of the principal speakers at a Democratic National Convention in the 
not-too-far-distant past. 

Mr. WituiaMs. I am quite sure that the attorneys for the witness 
will be willing to concede that Mr. Dever was high in governmental 
circles. 

Mr. Sears. Never heard of him. 

Mr. Wuu1ams. Now that you have stated the premises upon which 
you base your question, the grounds of relevancy upon which you 
base it, Mr. Lishman, do you desire to restate your question to the 
witness ? 

Mr. Sears. Mr. Chairman, may I ask to have the dates established 
on the checks for that person ? 

Mr. Lisoman. Yes, sir. One check, in the amount of $11,000, was 
purchased by Northfield Mills on January 30, 1953, and its number 
was 142205. It was paid on February 6, 1953. 

On the same day, January 30, 1953, a treasurer’s check was pur- 
chased by Northfield Mills, Inc., to the order of Paul A. Dever, again 
in the amount of $11,000, which was also paid on February 6, 1953. 

Then on March 9, 1953, there was a treasurer’s check purchased to 
the order of Paul A. Dever, purchased by Northfield Mills, Inc., No. 
143010, in the amount of $100,000, and this was paid the same day it 
was drawn; in other words, on March 9, 1953. 

Mr. Sears. I think it should appear for the record, Mr. Chairman, 
that Governor Dever was not presiding as Governor during that time. 

Mr. Wruu1aMs. That is of no consequence with respect to this inves- 
tigation, as to what particular position he may have been holding at 
the time. 

When was he Governor, Miss Paperman, if you know? 

Miss Parerman. I don’t. 

Mr, Witx1aMs. Could your attorney inform.us of that? 

Mr. Sears. I think his last, term expired in 1952, Mr. Chairman, 

Mr. Conen. He was defeated in November of 1952, and left in Janu- 
ary 1953, really. 
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Mr. Wriu1aMs, Did he serve a 4-year term ? 

Mr. Counen. Two 2-year terms. 

Mr. Witu1ams. From 1948 to 1952? 

Mr. Couen. That’s right. He-was a practicing lawyer on all three 
of those dates. 

Mr. Lasuman. Mr. Chairman, in further submission of the rele- 
vancy and pertinency of this question, I would like the record to show 
that the subcommittee has information that in November of 1952 Mr. 
Bernard Goldfine, who is the principal owner of this mill, purchased at 
a New York bank a treasurer’s check to the order of Edward Dever, 
who I understand was the brother of Paul Dever, and this check was in 
the amount of $150,000, and it was purchased at a time when Mr. Dever 
was Governor. 

Mr. Witi1ams. What was the question that was directed to the wit- 
ness originally ? 

Mr. Lisoman. The question was did not Northfield Mills purchase a 
treasurer’s check. 

Mr. Witu1aMs. The question, as I understand it, was did not North- 
field Mills ever purchase a treasurer’s check in any of these amounts. 
Miss PapermMaNn. Mr. Chairman, I decline to answer that question. 

Mr. Witu1aMs. On what grounds do you decline to answer the ques- 
tion ? 

Miss ParperMAN. On the ground that it is not revelant. 

Mr. Wiuu1ams. Miss Paperman, you have heard the counsel state 
the grounds upon which the question is based. 

The committee is of the opinion that it is relevant to the question of 
this inquiry, and the Chair directs you to answer the question. 

Miss PaperMAn. I decline to answer it. I don’t see where any of 
these personal affairs of Mr. Goldfine have anything to do with this 
hearing. Those are his privately owned companies. 

Mr. Witui1aMs. The question was with respect to whether the com- 
pany had made such a purchase, as I understand it, and you decline 
to answer the question. 

Miss ParerMAN. I respectfully decline to answer. 

Mr. Wriu1AMs. The Chair has directed you to answer the question. 
Do you still decline to answer the question ? 

Miss ParerMan. I decline to answer. 

Mr. Wiiu1aMs. Miss Paperman, I think at this point it would be 
incumbent upon the Chair to advise you, in fairness, that your refusal 
to answer a question which is a relevant question, one which does not 
violate your constitutional rights as an American citizen but which 
is directed to you in the legitimate and lawful conduct of this com- 
mittee’s business, might result in a possible act of contempt of this 
committee. 

You have been advised, with respect to these questions, of the rele- 
vancy of the questions, as it is considered by the committee. That ap- 
parently is the ground upon which you have refused to answer these 
questions. 

I think perhaps that, in fairness, you should be advised that refusal 
to answer these questions, which are directed to you in the lawful and 
proper course of this committee’s business, if not refused upon legiti- 
mate ground, might subject you to being in contempt of the U.S. 
Congress and this committee. 
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With that information, do you still refuse to answer these questions ? 

Miss Parerman. Yes, I do Mr. Chairman, 

Mr. WiuuiaMs. All right. 

You may proceed, Mr. Lishman. The witness has refused to an- 
swer the questions after being directed to do so. 

Do you have any further questions, Mr, Lishman ? 

Mr. Lisuman. Yes, sir; I have a number of questions. 

Miss Paperman, will you please state what books of companies in 
which Mr. Bernard Goldfine has an interest that you either handle 
or have access to? 

Miss ParermMan. I think I gave that information yesterday. You 
had a list here, and I checked off the companies. 

Mr. Lisuman. Could you repeat for the record what books you do 
handle or have access to? 

Miss Parerman. Northfield Mills, Strathmore Woolen Co., Bernard 
Mills, George Mabbett, Boston Port Development Co., East Boston 
Co., Strathmore Commodities Co. 

I think I have covered them. I don’t know. If I left one out I 
don’t remember what it is offhand. 

Mr. Lisoman. Do you handle or have access to the books of the 
Little Building Trust Co. ? 

Miss ParerMan. No, I don’t. 

Mr. Lisuman. Do you know who does? 

Miss Parerman. I really don’t. 

Mr. LisomMan. Does Kate Bloomberg keep those books ? 

Miss Parerman. I don’t know whether she does or not or whether 
others do. I don’t know. 

Mr. Lisaman. Where does Miss Kate Bloomberg have her office? 

Miss Parerman. She is at 35 Kneeland Street. 

Mr. Lisuman. Is she in the same room that you are in? 

Miss Parerman. Not in the same room, no. I should say not. 

Mr. Lisuman. On the same floor? 

Miss PapermMan. Yes; for personal reasons. 

Mr. Lisuman. Miss Paperman, do you know : 
Connors ? 

Miss PaperMaNn. Yes, I do. 

Mr. Lisuman. Is he clerk of the Boston Port Development Co. ? 

Miss PArperMAN. Yes, he is. 

Mr. Lisuman. Does he receive a salary from the Boston Port De- 
velopment Co. ? 

Miss Paperman. No, he does not; never did. 

Mr. Lisuman. What services does he perform for the company ? 

Miss Paperman. None other than clerk for the company. 

Mr. Lisuman. What does the nature of such clerk services consist 
of? 

Miss ParermMan. No different than any other clerk of any other 
corporation. 

Mr. LisuMan. Can’t you tell us what he does? 

Miss PaperMAn. Keeps the minutes. 

Mr. Lisoman. Minutes of what ? 

Miss Parerman. Of meetings that are kept, if and when they are 
held. 


Mr. LisuMan. Meetings of whom? 


— 


Mr. Jeremiah S. 





ns ? 


an- 


in 
dle 


ou 


do 


ird 


ton 
t I 


the 


1er 


ist 


ier 


REGULATORY COMMISSIONS AND AGENCIES 3399 


Miss PAreRMAN. Directors’ meetings. 

Mr. Lisuman. Has there ever been a directors’ meeting? 

Miss ParerMan. There have been in the past; not recently. 

Mr. Lisuman. How long ago was it that they had the last directors’ 
meeting ? 

Miss ParerMAn. I don’t remember the date of it. 

Mr. Lisuman. Was it 10 years ago? 

Miss PaperMan. I don’t remember. 

Mr. LisuMan. You are treasurer of the company ? 

Miss PaperMAN. Iam. 

Mr. Lisuman. But you don’t remember the last meeting of the board 
of directors of the company ? 

Miss ParerMaN. I don’t remember it offhand. I have many things 
to remember. 

Mr. Lisuman. Aren’t you a director of the company ? 

Miss ParerMan. Yes, I am. 

Mr. LisuMan. And yet, as a treasurer and director of the company, 
you don’t remember when the company last had a meeting of its board 
of directors ? 

Miss ParerMAN. I don’t remember here. 

Mr. Lisuman. Well, as treasurer of the company can you state 
whether or not the books of the company show that the company holds 
a note receivable from Mr. Connors in the amount of $35,500? 

Miss PaperMAN. Yes. 

Mr. Lisuaan. Do you regard that note as collectible ? 

Miss Parerman. Dol? I don’t know. 

Mr. Lisuman. You are treasurer ? 

Miss ParermMan. I don’t know whether it is or not. 

Mr. Lisuman. Have you ever made any attempt to collect that note? 

Miss Parerman. No; I didn’t make the original loan. 

Mr. Lisuman. Who ‘attempts to make collection of assets for this 
Boston Port Development Co. ? 

Miss Parerman. Who makes an attempt to collect them ? 

Mr. Lisuman. Yes. 

Miss PaperMAN. I don’t know. I haven't. 

Mr. Lisuman. As treasurer and director, I should think you would 
take some interest in outstanding accounts. 

Miss ParerMAN. I havea great deal of interest, but I haven’t made 
any attempt to collect them. 

Mr. Lisuman. Do you believe that that is a faithful performance 
of your fiduciary duties as a director and treasurer of a corporation ? 

Miss ParerMAN. I think itis. I have been faithful. 

Mr. Lisuman. Miss Paperman, on whom can the stockholders of 
a corporation rely for the collection of assets of the company in which 
they hold stock, if it is not their directors and officers ? 

Mr. Sears. Don’t answer that. 

Miss PaperMAN. I decline to answer. 

Mr. Lisuman. As treasurer of Boston Port Development Co., are 
you prepared to state the total amount of Mr. Bernard Goldfine’s 
indebtedness to that company ? 

Miss ParermMan. If you could refresh my memory, check the rec- 
ords, I could tell you. 

Mr. Lisuman. If I were to tell you that the report of your auditor, 
Mr. Brown, showed that indebtedness amounted to $109,611.47 as of 
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December 31, 1956, would that appear to be approximately correct 
to you? 

Miss Parerman. If Mr. Brown’s report so states, it would. 

Mr. Lisuman. As treasurer of the company, do you know that that 
indebtedness was made up of notes going as far back as 1945? 

Miss ParerMan. Yes, I know that. 

Mr. Lisuman. Was any attempt ever made by the Boston Port 
Development Co. to collect on these notes to Mr. Bernard Goldfine ? 

Miss ParermMan. Not any more than for any other. 

Mr. Lisuman. As treasurer of the company, do you regard these 
notes as collectible? 

(The witness confers with her counsel.) 

Miss ParermMan. I amsorry. 

Mr. Lisuman. I said as treasurer of the company do you regard 
these notes as collectible. 

Miss ParermMan. Whose notes? 

Mr. Lisuman. Mr. Bernard Goldfine’s. 

Miss ParperMAN. Does a minority stockholder—— 

Mr. Sears. No,no. Answer the question. 

Miss PaperMAN. Do I regard them as collectible? 

Mr. Lisuman. Yes. 

Miss ParerMAN, If he owes them, he will pay it. 

Mr. Sears. That isn’t the question. Can he pay it? 

Miss ParerMAN. Can he pay it? He certainly can. 

Mr. Lisuman. You regard the debts as collectible, as I under- 
stand it. 

Miss Parrrman. I do. Mr. Goldfine has offered to pay them. 

Mr. Lisuman. I would like the record to show that Mr. Benjamin 
Brown, the CPA auditor for the Boston Port Development Co., 
regarded these debts apparently as noncollectible with the exception 
of $19,099.97, for the following reasons, and I am reading from Mr. 
Brown’s report, schedule A : 
. None of the notes are witnessed and they are all over 6 years old. 


. This account includes interest on interest-bearing notes. 
C. No payment has ever been made On account of principal or interest, 


D. These may be uncollectible because of the statute of limitations. 

Mr. O’Hara. Has there ever been an admission of liability and, 
notwithstanding the notes, the statute of limitations has run on them! 

Mr. Lisuman. Mr. O’Hara, we have here an extract of testimony 
of Mr. Bernard Goldfine before the attorneys of the Securities and 
Exchange Commission at Boston on September 28, 1956, and there was 
a question concerning the collectibility of these notes. This is a sum- 
mary of what he testified : 

Mr. Goldfine agreed to the statement that in 1945 he owed Boston Port notes 
receivable in the sum of $15,000 and that sum increased year by year until in 
1954 he owed apparently on notes receivable $79,750. Mr. Goldfine did not agree 


to the statement that the notes remained unpaid, but he stated that they were 
on the books and that nothing had been paid. Mr. Goldfine stated that it was 
for his lawyer to answer whether the notes were unpaid because one of his 
companies, Northfield Mills, had been advancing money to Boston Port in the 
amount of $120,000. Mr. Goldfine stated that whether or not he would plead 


the statute of limitations was a question for his attorney. 

I will stop the summary there. 

Does the Boston Port Development Co. hold the notes of Chase 
Brothers of Boston ? 
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Miss PAPERMAN. Yes. 

Mr. Lisuman. And is the amount of this indebtedness $32,000? 

Miss Parerman. What the report states. I don’t remember the 
amount. 

Mr. Lisuman. According to the report of Mr. Brown, this is the 
amount and it has been unchanged since 1950. I would like to ask, 
as treasurer of Boston Port Development Co. and a director, Have you 
ever made any attempt to collect on this $30,000 indebtedness ? 

Miss ParerMANn. No. 

Mr. LisumMan. Do you regard these notes as collectible? 

Miss Parerman, I don’t know whether they are or not. 

I don’t believe so. 

Mr. LishMan. Have you received the advice of any attorney as to 
whether they are collectible ? 

Miss Parerman. I haven’t inquired of any attorneys whether they 
are collectible or not. 

Mr. Lisuman. Is there anything in the files of the Boston Port 
Development Co. which would indicate whether these notes are re- 
garded as collectible ? 

Miss Parperman. They are on the books as notes receivable. That’s 
all I know. 

Mr. Lisuman. Has Boston Port Development Co. at any time at- 
ware to secure payment of this indebtedness ? 

Miss Paperman. No, I don’t think so. 

Mr. LisuMan. Why not? 

Miss Parerman. The loans weren’t made by anyone but Mr. Me- 
Donald. 

Mr. Lisuaan. The loans were made by the company, were they not! 

Miss Parerman. Yes, at the direction of the president, who was then 
Mr. W. J. McDonald. 

Mr. LisumMan. How much compensation do you draw each year from 
the Boston Port Development Co. ? 

Miss Parerman. I don’t. 

Mr. LisuMan. You are not compensated for your treasurership ? 

Miss ParerMaAn. No. 

Mr, Lisuman. How much compensation are you paid annually by 
Northfield Mills, Ine. ? 

Miss ParPeRMAN. I decline to answer that. 

Mr. Lisuman. On what grounds? 

Miss ParerMan. It is not relevant. That’s my personal affair. 

Mr. Witut1ams. Miss Paperman, I might state that it is also an 
affair of the company. 

Miss Paprrman. An affair of the company ? 

_ Mr. Witxrams. Of the company, Northfield Mills, which is sub- 
ject, as I understand it, to the jurisdiction of several agencies coming 
within the scope of this investigation. 

If Mr. Lishman wishes to press that point, of course the Chair will 
be glad to hear from him. 

Mr. Lisuman. I won’t press the question at this time. 

Before asking the next question, Mr. Chairman, I would like 
to read into the record, quoting directly from this report submitted 
by Mr. Benjamin Brown, CPA, auditor for the Boston Port Develop- 


ment Co., schedule A, first paragraph. 
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Mr, Witu1ams. May I ask you at this point approximately how 
much longer your examination of this witness will require? The 
time is now 12:15, and it is the noon hour, as you gentleman know. 

Would he prefer to continue and conclude this morning before re- 
cess, or does he feel that he has a sufficient number of questions that 
would justify recessing now and bringing Miss Paperman back after 
the recess? 

Mr. Lisuman. Mr. Chairman, I will cut down on the questions, 
and I think in 5 or 6 minutes we may be able to conclude. 

Mr. Wriu1aMs. All right, sir. Proceed. 

Mr. Lisuman. Before reading this extract from schedule A of 
the Brown report, I will point out that the report shows that the 
aggregate receivables as of December 31, 1954, was $321,184. 

Mr. Witi1ams. What company is that? 

Mr. Lishman. Boston Port Development Co. 

The auditor in his report against this $321,184 aggregate receivable 
set up a reserve of $305,684.46, and this reserve, which practically 
wipes out the aggregate accounts receivable, according to the auditor’s 
report in schedule A, was: 

. Due from Bernard Goldfine, notes and interest, $104,973.27. 
. Jeremiah S. Connors, notes, $30,500. 
. Jeremiah 8S. Connors, loan, $5,000. 
. Samuel W. Chase, notes, $13,000. 
Chase Bros., notes, $30,200. 
. Winthrop R. Scudder, notes, $24,300. 
. William J. McDonald, notes, without interest, $51,750. 
William J. McDonald, notes with interest, $33,000. 


William J. McDonald, interest and miscellaneous, $12,961.19, totaling $305,- 
684.46 of reserve. 


Appended to this extract are seven notes indicating the loans for 
this reserve. 

Now, Miss Paperman, I would like to ask you, as treasurer of the 
company, has any attempt ever been made, to your knowledge, by 
anyone to collect any of these notes ? 

Mr. Sears. You mean within the company, Mr. Lishman? 

Mr. Lisoman. Either within the company or without the company. 

Miss PaperMAN. Yes. 

Mr. Lispman. Who made such an attempt to collect on these notes ? 

Miss Paperman. Heddendorf. 

Mr. Lispman. Who is Mr. Heddendorf? 

Miss Parerman. That is the present suit that is pending. 

Mr. Lisoman. Has anyone else ever attempted to have these notes 
collected ? 

Miss ParerMan. No; not that I know of. 

Mr. Lisuman. Has any person, officer or director, or employee of 
the company attempted to collect on any of these notes? 

Miss Parerman. No; I don’t think so. 

Mr. Lispman. Why? 

Miss Paperman. I don’t know. 

Mr. LisumMan. You were treasurer and director ? 

Miss Parerman. [I still am. 

Mr. Lisuman. Was any disclosure ever made to the stockholders 
of the Boston Port Development Co. of this reserve of more than 
$305,000 2 
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Miss Parerman. Yes; through the 10-K’s filed with the SEC 

Mr. LisoMAn. Had you filed 10—K’s with the SEC in 1934? 

Miss Parerman. I wasn’t with the company then. 

Mr. Lisuman. 1954 I meant. 

Miss ParerMAN. They are all filed through 1956 as far as I know. 

Mr. Lisuman. When were they filed ? 

Miss Parerman. A few years ago. 

Mr. Lisuman. Is it not a fact that in 1956 delinquent reports were 
filed for preceding years ? 

Miss ParerMAN. I don’t remember. It may be. 

Mr. Lisuman. You were questioned about this at the SEC? 

Miss ParerMan. Well, I don’t remember. 

Mr. Sears. Can. we agree for the record that no 10-K reports were 
filed from 1956, I believe it was? 

Mr. Lisoman. Mr. Chairman, I have no further questions of this 
witness at this time. 

Mr. Sears. Does that mean I can have the afternoon off ? 

Mr. Witu1ams. Just a minute, please. 

Have you concluded with this ‘witness, Mr. Lishman ? 

Mr. Lisuman. For the present; yes, sir. 

Mr. WriuraMs. For today ? 

Mr. Lisuman. For today. 

Mr. Wriu1aMs. Mr. O’Hara, do you have any questions? 

Mr. O’Hara. I have no questions, Mr. Chairman. 

Mr. Wriu1aMs. Miss Paperman, this committee has sought to make 
the submission of evidence to it as convenient as possible. It has 
gone to the trouble and expense of scheduling hearings in Boston, 
Mass., which is several hundred miles away from Washington where 
we normally conduct our business, as you know. We had hoped that 
we would find all of the witnesses cooperative in furnishing infor- 
mation which the committee needs and desires in the course of its 
legitimate business. Unfortunately, that cooperation has not been 
forthcoming. 

Information which has been requested by the committee from the 
present witness in particular has been withheld from the committee. 

The committee is determined to receive and to avail itself of all 
of the facts, if possible, pertaining to to the matters which were dis- 
cussed with you this morning, the relevancy of which I do not believe 
can be questioned. 

I am afraid that you leave the committee no alternative but to 
compel the production of certain papers and documents which are 
in your possession as an officer of several of these companies. 

At this time I hand to the U.S. marshal a subpena and direct him 
to serve that subpena. 

This subpena, Miss Paperman, is directed to you. 

_Miss Paperman, among other things, this subpena calls for all 
invoices, records, and other writings pertaining to such matters as 
hotel accommodations of Government officials not only when these 
officials registered in their own names but also when they were guests 
and the registration was in the name of another. As a specific ex- 
ample, we will take the case of the Sheraton-Plaza Hotel on Novem- 
ber 20, 21, 22, 1956, wherein payment for a Government official’s 
accommodations was made by one of these corporations. Yet the 
official was registered in the name of another. 











3404 REGULATORY COMMISSIONS AND AGENCIES 


That information should be available in your files. 

I have told you this in order that you may be fully apprised of the 
scope of this subpena and the information desired by the committee. 

We thank you for your testimony. 

The committee will stand in recess until 2 o’clock. 

(Whereupon, at 12:25 p.m., the committee was recessed until 2 p.m., 
this same day.) 

AFTERNOON SESSION 


Mr. Wumu1AMs. The committee will come to order. 

Mr. Lishman, who is the first witness ? 

Mr. Lisuman. Mr. Robert Choate. 

Mr. Dempsey. Mr. Chairman, I would like permission to represent 
Mr. Choate. My name is William J. Dempsey, of Washington, D.C. 
Mr. Thomas Joyce, of Boston, is also counsel for Mr. Choate. 

Mr. Witu1aMs. Will you besworn, please, sir. 

Do you solemnly swear that the testimony you will give this com- 
mittee will be the truth, the whole truth, and nothing but the truth, 
so help you God? 


TESTIMONY OF ROBERT B. CHOATE, PUBLISHER AND EDITOR, 
BOSTON HERALD AND BOSTON TRAVELER, AND PRESIDENT OF 
WHDH, INC.; ACCOMPANIED BY WILLIAM J. DEMPSEY, AT- 
TORNEY AT LAW, WASHINGTON, D.C., AND THOMAS M. JOYCE, 
ATTORNEY AT LAW, BOSTON, MASS. 


Mr. Cuoate. I do. 

Mr. Witu1ams. The committee will recess briefly. 

(A brief recess was taken. ) 

Mr. Witu1ams. The committee will resume its sitting. 

Mr. Lishman. 

Mr. Lisoman. Mr. Chairman, I would like to have placed in the 
record at this point a letter from 

Mr. Wiu1ams. I think perhaps you might identify the witness 
first before you proceed to do that. Qualify the witness. 

Mr. Lisuman. Mr. Choate, will you please state your occupation ? 

Mr. Cuoate. I am the publisher and editor of the Boston Herald 
and the Boston Traveler, and president of WHDH, Inc. 

Mr. Lisuman. Is WHDH, Ris a wholly owned subsidiary of the 
Boston Herald-Traveler Corp. ? 

Mr. Cuoate. Yes, sir; it is. 

Mr. Lisoman. And was a subpena served upon you calling for 
the production of books, records, papers, correspondence, and writings 
covering telephone calls made by or received by you or any officer or 
employee of the Boston Herald-Traveler between designated points 
in the subpena ? 

Mr. Cuoate. My recollection, Mr. Lishman, is it was even broader 
than that. 

Mr. Lisuman. That is the first page of it. Did it include that, the 
calling for all writings and memorandums and records pertaining to 
certain telephone calls between Boston, Mass., and any of the follow- 
ing: Washington, D.C.; Cincinnati, Ohio, which was later changed 
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to Columbus, Ohio; St. Louis, Mo.; and Manchester, N.H., from 
January 1, 1955, to the present ? 

Mr. Dempsry. That was never changed to Columbus. 

Mr. LisuMan. By telegram; was it not? 

Mr. Dempsey. The only subpena that I know of is as you first 


read it. ae ; 
Mr. Lisuman. Overlooking the change from Cincinnati, Ohio, to 


Columbus, was a subpena containing the request for the production 
of such papers and documents served upon you ? 

Mr. Cuoarts. Yes. 

Mr. Lisuman. And did that same subpena also require that you 
produce any and all books, records, papers, correspondence, vouchers, 
and other writings pertaining to travel to and from and visits in 
Washington, D.C., by you or any officer, director, counsel, or employee 
of the Boston Herald-Traveler Corp. from January 1, 1955, to the 
present ? 

Mr. Cuoate. Yes. 

Mr. Lisuman. And do you know that your counsel, Dempsey & 
Koplovitz of Washington, D.C., by letter dated May 26, 1958, signed 
by Mr. Dempsey, who is here present, respectfully requested that the 
committee withdraw this subpena duces tecum on the ground, among 
others, that it was too broad in scope, and under the fourth amend- 
ment # 

Mr. Cuoate. Yes, sir; I did. 

Mr. Lisuman. Mr. Chairman, at this point I would like to have in 
the record a letter dated May 26, 1958, from Mr. Dempsey to the 
chairman of this subcommittee. 

Mr. Wiu1aMs. The letter was directed to Hon. Oren Harris as 
chairman of this subcommittee ? 

Mr. LisumMan. That is correct. 

Mr. Wiu1aMs. If there is no objection, that letter will be included 
in the record of the hearings. 

(The letter referred to follows :) 

DEMPSEY & KOPLOvITz, 
Washington, D.C., May 26, 1958. 
Hon. OrEN Harris, 
Chairman, Subcommittee on Legislative Oversight, 
New House Office Building, Washington, D.C. 


My Dear CONGRESSMAN Harris: I am writing, as counsel for the Boston 
Herald-Traveler Corp., to request that you withdraw a subpena signed by you, 
as chairman of the Special Subcommittee on Legislative Oversight, directing 
that the Boston Herald-Traveler Corp. produce for the committee, the following: 

(1) All books, records, papers, correspondence, vouchers, and other writings 
of every nature and description pertaining to telephone calls made by or re- 
ceived by the publisher or any officer, director, counsel, or employee of the 
Boston Herald-Traveler Corp. between Boston, Mass., and any of the following: 
Washington, D.C.; Cincinnati, Ohio; St. Louis, Mo.; and Manchester, N.H., 
from January 1, 1955, to the present ; and (2) any and all books, records, papers, 
correspondence, vouchers, and other writings pertaining to travel to and from 
and visits in Washington, D.C., by the publisher or any officer, director, counsel, 
or employee of the Boston Herald-Traveler Corp. from January 1, 1955, to the 
present.” 

Because I am sure that you are not familiar with the committee’s staff 
activities in relation to the Boston Herald-Traveler Corp., I will first sum- 
marize what has taken place to date. Several weeks ago a Mr. Francis X. Mc- 
Laughlin, accompanied by another committee investigator, called on Mr. Robert 
Choate, publisher of the Boston Herald-Traveler, and requested access to the 
company’s stock transfer records, which he stated were the only company rec- 
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ords of interest to your committee. Notwithstanding that nothing in such files, 
to the knowledge of the Boston Herald-Traveler Corp., had any remote rele- 
vance to the subject matter under the jurisdiction of your committee, your 
investigators were given access to these files, furnished stenographic assistance, 
and duplicate copies of portions thereof. Mr. McLaughlin expressed apprecia- 
tion for the cooperative attitude displayed. Sometime later, he returned and 
stated that he would like to interrogate Mr. Choate and certain other person- 
nel of the paper. Mr. Thomas Joyce, who is counsel for the paper in Boston, 
requested Mr. McLaughlin to advise him in writing concerning the questions 
he desired to ask Mr. Choate or others, and stated that if such inquiries were 
relevant and pertinent to the committee’s function, he would undertake to have 
them answered. Mr. Joyce pointed out to Mr. McLaughlin that WHDH, Inc., 
a wholly owned subsidiary of the Boston Herald-Traveler Corp., is a party to 
litigation now pending in the U.S. Court of Appeals for the District of Columbia, 
which litigation involves an appeal from the Federal Communications Com- 
mission’s grant to WHDH, Inc., of a construction permit for a television sta- 
tion on channel 5 in Boston, Mass., and that he felt it necessary and desirable 
to consult with me as counsel in handling that litigation about any questions 
that might relate to the subject matter of the litigation. I may say that Mr. 
Joyce and I have given serious consideration to the problem of whether actions 
and publications by other parties interested in the outcome of this litigation 
have constituted a contempt of court, inasmuch as they seem to have been 
motivated by a desire to influence the outcome of this pending litigation. It 
goes without saying, of course, that your committee is not a proper forum in 
which to litigate matters submitted for decision to the U.S. court of appeals in 
a pending case. 

Notwithstanding the reasonableness, under the circumstances, of Mr. Joyce’s 
request, Mr. McLaughlin refused to state what the subject matter of his pro- 
posed questioning would be, or to make any statement at all concerning the 
scope of his proposed questioning. On Tuesday, May 20, 1958, the subpena 
which I have quoted above was received. Mr. Joyce pointed out to Mr. Me- 
Laughlin the impossibility of compliance with the subpena which required pro- 
duction of these documents on May 26, 1958, at 10 a.m. in room 1334 of the New 
House Office Building, and stated that the physical magnitude of the problem 
involved would require additional time. Mr. McLaughlin advised Mr. Joyce 
on Friday, May 23, that he might have an additional week to comply with item 
(1) of the subpena, but would be required to comply with item (2) by the 
time specified in the subpena. The physical impossibility of any such com- 
pliance on Monday, the 26th, with item (2) is patent. 

In addition to seeking information concerning item (1) of the subpena from 
the Boston Herald-Traveler, your investigators have gone through records of 
the New England Telephone & Telegraph Co. of telephone calls by personnel of 
the Herald-Traveler Corp. When Mr. Joyce requested the telephone company 
to give him an opportunity to examine these records, he was advised that your 
investigators had directed the telephone company not to show records of Boston 
Herald-Traveler Corp. telephone calls to any representative of that company. 
It is difficult to reconcile this action with any proper, or indeed with any honest, 
investigatory purpose. This type of investigatory technique is no less abhorrent 
than the use of concealed tape recorders. I am sure that your staff’s actions 
were not know to you or other members of the committee, and I am sure that 
now they are called to your attention you will be as outraged as any citizen 
subjected to such tactics has a right to be. 

As you are well aware, your committee’s activities have been plagued and 
persons victimized by smears in slanted news stories and columns based upon 
leaks from members of your staff. To turn over files and records which have 
no relevance to the committee’s function to your staff under these conditions 
would be as foolish as it would be craven. The company is still ready and will- 
ing to cooperate with your committee by giving it any information requested 
upon a showing of its relevancy to your committee’s functions, without any 
necessity of subpena or other process. It is not willing and will not open its 
files and records to your committee or its staff insofar as they relate to matters 
not relevant to your committee’s function. The proper function of your com- 
mittee has been stated in the words of its own report to be “to examine the 
execution of the laws by the administrative agencies administering laws within 
the legislative jurisdiction of the committee, to see whether or not the law as the 
Congress intended in its enactment has been-and is being carried out or whether 
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it has been and is being repealed or revamped by those who administer it” (85th 
Cong., 2d sess., H. Rept. 1602). 

It is obvious that “telephone calls made by or received by the publisher or 
any Officer, director, counsel, or employee of the Boston Herald-Traveler Corp. 
between Boston, Mass., and any of the following: Washington, D.C. ; Cincinnati, 
Ohio; St. Louis, Mo.; and Manchester, N.H., from January 1, 1955, to the pres- 
ent;” deal with matters completely unrelated to the above-stated purpose of 
your committee. Nor is the itemization under (2) any more related to your com- 
mittee’s function. It would include within its almost unlimited scope items 
ranging from expense accounts of sportswriters covering baseball games, to 
reports of news correspondents covering legislative activities of Congress. The 
subpena is entirely devoid of any language even attempting to relate the docu- 
ments called for with any subject matter within the scope of the committee’s 
inquiry or jurisdiction. Your investigators, as I have said above, have never 
given any inkling of what, if any, information in the possession of the paper 
there is that is related to your committee’s activities. 

For the benefit of your committee, I am outlining briefly the precedents which 
demonstrate your subpena to be completely invalid. The legal question involved 
may be stated very simply. It is whether the fourth amendment to the U.S. 
Constitution which safeguards the private affairs of citizens from prying by the 
Government applies as a limitation on the investigatory powers of congressional 
committees. The question is neither new nor novel and has been passed upon 
many times by the Supreme Court of the United States. 

The Supreme Court said in the historic case of Kilbourn v. Thompson, 103 
U.S. 168: 

“* * * the House of Representatives had no power or authority in the matter 
(an attempt to conduct an investigation into the personal affairs of certain indi- 
viduals) more than any other equal number of gentlemen interested for the 
Government of their country.” 


The case squarely establishes the proposition that Congress power of investiga- 
tion is strictly limited to investigation of matters relevant or pertinent to a 
specifically authorized matter within the constitutional power of the Congress. 
Mr. Justice Field in In re Pacific R. Commission, 32 F. 241, said of the Kilbourn 
case: 

“This case will stand for all time as a bulwark against the invasion of the 
right of the citizen to protection in his private affairs against the unlimited 
scrutiny of investigation by a congressional committee.” 

The Kilbourn case was cited and quoted with approval, as was the above 
statement of Mr. Justice Field, in the Supreme Court’s leading decision dealing 
with this matter (United States v. Sinclair, 279 U.S. 268). The Sinclair case 
also'quotes with approval another statement of Mr. Justice Field in the Pacific 
Railroad Commission case: 

“Of all the rights of the citizen, few are of greater importance or more essen- 
tial to his peace and happiness than the right of personal security, and that 
involves, not merely protection of his person from assault, but exemption of his 
private affairs, books, and papers from the inspection and scrutiny of others. 
Without the enjoyment of this right, all other rights would lose half their value.” 

I most respectfully urge that you read for yourself the opinion in the Sinclair 
case, for not only is it a most cogent expression of the Supreme Court’s view 
on the constitutional limitations attaching to the subpena power of congressional 
committees, but it also contains an excellent review of previous Supreme Court 
cases dealing with the subject. The Sinclair case is clear and unambiguous in 
its holding that a witness may only be compelled to make disclosure to a con- 
gressional committee with respect to matters shown to be relevant and pertinent 
within the scope of the lawfully authorized committee inquiry. It is equally 
clear and unambiguous in holding that no person has any duty to make any 
disclosure on matters not relevant or pertinent to the lawful inquiry of the 
committee. In the language of the Court: 

“It has always been recognized in this country, and it is well to remember, 
that few, if any, of the rights of the people guarded by fundamental law are 
of greater importance to their happiness and safety than the right to be exempt 
from all unauthorized, arbitrary or unreasonable inquiries and disclosures in 
respect of their personal and private affairs.” 

The Sinclair case was reaffirmed and amplified in the very recent Watkins case 


(Watkins v. United States, 354 U.S. 178). 
A few of the other Supreme Court cases dealing with this question are: 
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Interstate Commerce Commission vy. Brimson, 154 U.S. 477, in which the Court 
said (p. 478): 

“We do not overlook these constitutional limitations which, for the protection 
of personal rights, must necessarily attend all investigations conducted under the 
authority of Congress. Neither branch of the legislative department, still less 
any merely administrative body, established by Congress, possesses, or can be 
invested with, a general power of making inquiry into the private affairs of 
the citizen * * *. We said in Boyd v. United States, 116 U.S. 616, 630, 29 L. ed, 
746, 751, 6 Sup. Ct. Rep. 524—and it cannot be too often repeated—that the 
principles that embody the essence of constitutional liberty and security forbid 
all invasions on the part of the Government and its employees of the sanctity 
of a man’s home and the privacies of his life.” 

Federal Trade Commission vy. American Tobacco Co., 264 U.S. 298 (p. 305, 
306), in which the Court said: 

“Anyone who respects the spirit as well as the letter of the fourth amendment, 
would be loath to believe that Congress intended to authorize one of its sub- 
ordinate agencies to sweep all our traditions into the fire (Interstate Commerce 
Commission v. Brimson, 154 U.S. 447, 479, 38 L. ed. 1047, 1058, 4 Inters. Com. 
Rep. 545, 14 Sup. Ct. Rep. 1135) and to direct fishing expeditions into private 
papers on the possibility that they may disclose evidence of crime. We do not 
discuss the question whether it could do so if it tried, as nothing short of the 
most explicit language would induce us to attribute to Congress that intent * * *, 
It is contrary to the first principles of justice to allow a search through all the 
respondents’ records, relevant or irrelevant, in the hope that something will 
turn up.” 

McGrain v. Daugherty, 273 U.S. 135; two propositions are definitely estab- 
lished in this case: 

“One, that the two Houses of Congress, in their separate relations, possess 
not only such powers as are expressly granted to them by the Constitution, but 
such auxiliary powers as are necessary and appropriate to make the express 
powers effective; and the other, that neither House is invested with ‘general’ 
power to inquire into private affairs and compel disclosures, but only with such 
limited power of inquiry as is shown to exist when the rule of constitutional 
interpretation just stated is rightly applied.” 

The Court in the Sinclair case, referring to the McGrain case, said: 

“* * * that case shows that while the power of inquiry is an essential and 
appropriate auxiliary to the legislative function, it must be exerted with due 
regard for the rights of witnesses, and that a witness rightfully may refuse to 
answer where the bounds of the power are exceeded or where the questions are 
not pertinent to the matter under inquiry.” 

The Court in the Sinclair case called attention to the cases of Harriman v. 
Interstate Commerce Commission, 211 U.S. 407, and United States vy. Louisville 
é€ N.R. Co., 236 U.S. 318, to illustrate “the unwillingness of this Court to 
construe an act of Congress to authorize any examination of witnesses in re- 
spect of their personal affairs.” 

Your investigators have suggested during discussion with Mr. Joyce that the 
case of Jurney v. MacCracken, 294 U.S. 125, is authority for the right of the 
committee investigators without limit to search any and all files they may 
desire. Reference to the opinion demonstrates that the case did not deal at 
all with the question of whether a congressional committee may, by subpena, 
require the production of papers or the giving of testimony beyond the scope of 
the committee’s inquiry. The opinion states (p. 144): 

“No question is raised as to the propriety of the scope of the subpena duces 
tecum nor as to the regularity of any of the proceedings which preceded the 
arrest.” 


As the Court pointed out in its opinion in the MacCracken case, the issues were 
extremely narrow (the proceedings arose on a habeas corpus petition) and in- 
volved only the question of whether the Senate had power to punish MacCracken 
for having permitted the removal from his files and destruction of certain papers 
covered by the admittedly proper subpena previously served upon him. 

A most painstaking search of the Supreme Court cases has failed to disclose 
a single case which can be cited in support of the validity of the subpena di- 
rected to the Herald-Traveler and your investigators’ contention that your com- 
mittee has power to require production of any documents for the purpose of 
examining them to determine whether or not they are relevant to the com- 
mittee’s legislative purpose. The cases all hold to the contrary, and all alike 
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condemn the proposition as repugnant to the Bill of Rights. The only decision 
I have found to support Mr. McLaughlin’s position is one handed down in 1761 
by the Superior Court of the Province of Massachusetts denying the colonists’ 
petition to invalidate the notorious “writs of assistance” issued on behalf of 
the Crown. I refer, of course, to the case argued by James Otis, who, refusing 
to defend Government invasion of privacy, resigned his position as advocate- 
general to represent the colonists. You will recall that John Adams called 
Otis’ argument in the case the opening act of the American Revolution. 

I should like to repeat that the Boston Herald-Traveler has been and is en- 
tirely willing to respond fully and completely to any request whether informal 
or by subpena, to give any testimony or to produce and submit for the commit- 
tee’s inspection any document that is relevant and appropriate to the committee’s 
inquiry. However, the company believes that it is not only its right but its 
duty to resist any attempt to compel it to make a disclosure of its private 
affairs which are unrelated to the committee’s inquiry. Particularly is this 
true since the records requested by the committee contain details of transactions 
with many persons who do not by the remotest stretch of the imagination have 
any connection whatsoever with this committee’s authorized inquiry. Even 
were it willing, and it most definitely is not, to surrender its own right of pri- 
vacy, the Boston Herald-Traveler feels an obligation as a newspaper enjoying 
the constitutional right to freedom of the press, to stand firm against any 
encroachment of the no less important constitutional right of privacy which it 
shares with all citizens. It will not, therefore, divulge its private and business 
affairs, nor the private and business affairs of others in its files except upon a 
showing of their relevancy to a subject matter committed to jurisdiction of the 
committee. I am sure that neither you nor the committee has any desire to 
compel the company to produce any records or documents or give any testimony 
on matters which are of no proper concern to the committee. I am equally sure 
that the decisions cited and quoted in this letter will convince you that the 
subpena served upon the Boston Herald-Traveler Corp. constitutes an unlawful 
attempt to do so. I therefore request that the subpena be withdrawn forthwith. 

Because I believe the subject matter of this letter is of vital importance to 
your committee, I am taking the liberty of furnishing a copy of it to each 
member. 


Respectfully, 
WILLIAM J. DEMPSEY. 


Mr. Lisuman. I should also like to have incorporated in the record 


at this point a memorandum dated May 26, 1958, to the Honorable 
Oren Harris, chairman of this subcommittee, from Francis X. Mc- 


Laughlin and Mr. O’Hara. 
r. Wau1aMs. Mr. McLaughlin is a staff attorney, and Mr. O’Hara, 


I believe, is a staff investigator of this subcommittee. Is that correct? 


Mr. Lisuman. Thatiscorrect. ; 
Mr. Wiu14Ms. If there is no objection, the memorandum will be 


included. 
(The memorandum referred to follows :) 


MEMORANDUM May 26, 1958. 


To: Hon. Oren Harris, Member of Congress, chairman, Special Subcommittee 


on Legislative Oversight. 

From: Francis X. McLaughlin and Pat O’Hara. 

Subject : Letter to the chairman, dated May 26, 1958, from William J. Dempsey, 
attorney for WHDH, Inc., Boston. 

This memorandum by the undersigned is prepared for the purpose of clarify- 
ing several points raised in the above-described letter, which requests that a 
subpena served on the Boston Herald-Traveler Corp. be withdrawn. 

On May 1, 1958, we went to the office of Mr. Robert Choate, publisher of the 
Boston Herald-Traveler and president of WHDH, Inc., the latter being a wholly 
owned subsidiary of the former, to advise him that we had been instructed by 
the chairman of the subcommittee to make inquiry into the award of channel 5 
to WHDH, Inc. Present at this meeting were Mr. Choate and Messrs. Joyce and 
Dwyer, who were introduced as counsel for Mr. Choate. This meeting lasted 
approximately 15 minutes, during which time we requested the opportunity to 
examine the stock transfer records of the Boston Herald-Traveler Corp. It was 
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not stated that these were the only company records of interest to the sub- 
committee. Mr. McLaughlin specifically stated that these were the only records 
in which there was an interest at that time. 

As for Mr. Dwyer’s contention on page 2 of this letter with reference to the 
Boston Herald-Traveler Corp. personnel, the undersigned having made an ap- 
pointment through Mr. Joyce to interview Mr. Choate and other Herald-Traveler 
personnel on May 16, 1958, met with Messrs. Joyce and Dwyer at the Herald. 
Traveler on that date. 

We were advised that the case was now in the court of appeals and that the 
Antitrust Division of the Department of Justice had in a previous investigation 
put its questions in writing and that that procedure was requested in this 
instance. Mr. McLaughlin declined to put the questions in writing at that time, 
stating that he would consult with the subcommittee chairman and the chief 
counsel, and if they instructed him to do so, he would then put the questions in 
writing. Mr. McLaughlin did consult with the chairman and the chief counsel, 
at which time he reported the request of Mr. Joyce and recommended 
that such a procedure would show special preference to the Boston Herald- 
Traveler Corp. and would possibly establish a precedent for all subcommittee 
investigations. Mr. McLaughlin was advised by the chairman and chief counsel 
that the questions were not to be put in writing. Mr. Joyce was so told upon 
our return to Boston on May 20. 

After serving the subpena referred to in Mr. Dempsey’s letter, Mr. Joyce, on 
Tuesday, May 20, requested that we contact him on Thursday, May 22, at which 
time he would tell us whether or not we would be allowed, for the sake of their 
convenience, to examine the records at the office of the Herald-Traveler Corp. 
On Thursday, Mr. McLaughlin called Mr. Joyce, at which time Mr. Joyce stated 
that they could not get the records ready by Monday, May 26, and he asked if 
there could be an extension of time in which to comply with the subpena. Mr, 
McLaughlin told him that he (McLaughlin) did not have the authority to extend 
the time but he would call the subcommittee and make the request. That same 
evening Mr. McLaughlin called the chief counsel and reported Mr. Joyce’s request 
for the extension of time. 

On Friday morning, May 23, 1958, Mr. McLaughlin called Mr. Joyce and told 
him that an extension of 1 week would be granted with reference to the toll 
tickets but that the return on the other items should be made as called for in 
the subpena. Mr. Joyce asked to have something in writing, suggesting a tele- 
gram to this effect. Such a telegram was sent to Mr. Choate on Saturday, May 
24, and confirmed what had been previously told to Mr. Joyce. 

On page 3 of his letter, Mr. Dempsey infers that our instructions to the 
officials of the New England Telephone & Telegraph Co. not to show records 
to the Boston Herald-Traveler Corp. indicates that our investigation is possibly 
improper or dishonest. Mr. Dempsey does not state that these records have 
been subpenaed and are in the temporary custody of the telephone company 
only as a matter of convenience to that company. 

The instructions not to show the records were given only after Mr. Joyce had 
on May 20, 1958, advised us that he had requested the records of the telephone 
company. It was quite candidly stated by Mr. Dwyer on May 20, 1958, that 
their purpose was to find out what we had learned from the records of the 
long-distance telephone calls. As requested by Mr. Joyce, Mr. McLaughlin called 
the chief counsel of the subcommittee to ascertain if there were any objections 
to the Herald-Trayeler Corp. examination of the toll tickets. It was felt that 
since the records were under subpena any examination, if permitted, should not 
take place until after the Herald-Traveler Corp. made a return on the subpena. 
Officials of the telephone company were so advised. 

Mr. Dempsey refers to “leaks from members of your staff,” with apparent 
reference to previous news stories concerning other investigations. The under- 
signed desire to state unequivocally that neither of us has at any time ever 
“leaked” any material to newspapers or columnists. 

Contra to the concluding sentence of the paragraph at the top of page 4 
of Mr. Dempsey’s letter, we specifically advised Mr. Choate, who is both pub- 
lisher of the Boston Herald-Traveler Corp. and president of its wholly owned 
subsidiary, WHDH, Inc., that we were making an inquiry into the award of 
channel 5, WHDH, Inc. 

It has been evidenced to us throughout the investigation that the Herald- 
Traveler Corp. was well aware of the purpose of our investigation, inasmuch 
as Mr. Joyce time and again stated that he would have to consult with Mr. 
Dempsey, who represented the company before the FCC. 
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On page 7 of this letter Mr. Dempsey has apparently erroneously assumed that 
our reference to the case of Jurney v. McCracken (294 U.S. 125) was the basis, 
in our opinion, of the subcommittee’s authority. The only reference to this case 
was made in a general discussion with Mr. Dwyer (associate of Mr. Joyce) on 
Friday, May 16, 1958. This conversation was begun by Mr. Dwyer and the point 
that Mr. McLaughlin desired to make, without specifically saying so, was that 
the attorney-client privilege is not binding on the Congress. The reason for 
this reference, which was not stated to Mr. Dwyer, was that information had 
been received that Mr. Joyce was active in Washington in behalf of the WHDH, 
Inc., application for channel 5; that he was not an attorney of record in this 
proceeding, and that we had not been able to learn of any other instances in 
which he had represented Mr. Choate in any legal proceeding. When this case 
was referred to there was no intent to assert that it was the basis for our author- 
ity, since Mr. McLaughlin was well aware of the issue in the McCracken case. 

The undersigned desire to state that they have at all times conducted them- 
selves in a courteous but firm manner in their dealings with Messrs. Choate, 
Joyce, and Dwyer. We have endeavored to be cooperative with them as we 
have in every instance with all persons when such cooperaiton is not inconsistent 
with our prime responsibilities and duties to the subcommittee. 

A memorandum on the rights of the subcommittee to obtain information by 
subpena is being prepared. 

FRANCIS X. MCLAUGHLIN. 
Pat O'HARA. 

Mr. Lisuman. Mr. Choate, did you have a meeting in the month 
of May 1956 with Chairman McConnaughey of the Federal Com- 
munications Commission ¢ 

Mr. Dempsey. Mr. Chairman, I wonder if I might address the Chair 
for a moment about your opening statement, sir. 

In that statement you remarked that you want to be fair to all per- 
sons, and I call your attention, sir, to the third page of that statement 
in which statements are made that this committee has information 
that illegal and improper conduct has been engaged in by officers, 
directors, and other personnel and by counsel. 

I am and have been counsel for this company for some 10 years. 
For some 10 years the television application for channel 5 has been 
pending. Neither during that period nor in any of the 18 years I 
have practiced before the Commission have I ever attempted to exer- 
cise any extralegal pressure or influence. The statement that such 
information is in the hands of the committee, [ may say, sir, to you, 
would be a ground for your answering criminal charges were you not 
privileged in the making of it. 

Mr. LisHmMan. May I interrupt the statement at this point ? 

Mr. Wiiu1aMs. May I? 

Mr. Dempsey. I would be very glad to have you interrupt or permit 
me to finish. 

Mr. Wirtrams. I would inform the gentleman that the committee 
has information that he is not the only counsel that has been repre- 
senting interests of the Herald-Traveler in this matter in the past. 

This statement by the chairman has no reference whatsoever to the 
counsel who has just addressed the committee. I would like to absolve 
him of any connection at all with the aforementioned reference in the 
opening statement of the chairman. 

Mr. Demrsry. If the chairman please, the publications in the news- 
papers made no such distinction, nor did the statement make any dis- 
tinction. It wasa blanket indictment. 

Mr. Wiu1aMs. I trust you of the press will be fair in the future 

. 7 . . . . ’ 
and, in view of this information, will serve to absolve the gentleman, 
Mr. Dempsey, from any connection with this statement. 
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Mr. Demesry. And, sir, I would like to say on behalf of the person- 
nel and counsel of the Herald-Traveler that no such improper activi- 
ties ever took place. And I would like to ask you, sir, under the Rules 
of the House 

Mr. Wirtu1aMs. Just a minute. 

Did you want to add to that, Mr. Lishman ? 

Mr. Lisoman. No. I think you have answered. 

Mr. Dempsey. I would like to say, sir, under the Rules of the House 
when any information or testimony that may tend to degrade, defame, 
or incriminate any person is brought before a committee, such per. 
sons are authorized to ask the committee to subpena witnesses, and 
T ask you, sir, to subpena and produce the witnesses who gave this scur- 
rilous and false information to the committee. 

Mr. Wiu1ams. Mr. Dempsey, the committee will take under ad- 
visement the request that you have made, and will give it considera- 
tion in the light of the Rules of the House, with which the committee 
is familiar. 

Mr. Dempsey. Thank you, sir. 

Mr. Witt1ams. The committee will subpena or compel the attend- 
ance, or request the attendance, if a subpena is not necessary, of any 
and all witnesses whom, in its judgment, may be able to furnish this 
committee with information having a bearing on the investigation cur- 
rently in being. 

Mr. Dempsey. My request, sir, I want to be perfectly clear, is to 
the persons who gave the information referred to in your statement, 
I think that we are entitled to be confronted with such people. 

Mr. Wriut1ams. Although I am not personally familiar with the 
sources of the information, I am certain that the information will be 
well authenticated or discredited, as the case may be, depending upon 
its substance. 

Mr. Dempsey. I am reassured, Mr. Chairman, by your statement that 
you have no personal familiarity with it, because I am sure, if you did 
nave, you would not have made this statement. I am sure it cannot 
be responsible information, and I do ask that it be discredited or proved 
at the earliest possible opportunity. 

Mr. Witx1ams. Mr. Lishman, do you care to comment on that? 

Mr. Lisoman. Nocomment. 

Mr. WuiuiaMs. Proceed. 

Mr. Lisuman. Will you read the question that was asked of the 
witness ? 

(The record was read by the reporter, as follows :) 

Mr. LisHMAN. Mr. Choate, did you have a meeting in the month of May 1956, 
with Chairman McConnaughey of the Federal Communications Commission? 

Mr. Cuoate. Mr. Chairman, as I answer this question may I have 
permission to go into the background of a meeting that I did have 
with Mr. McConnaughey in the spring of 1956? 

Mr. Wiu14ms. You may answer the question. Is the answer to 
the question “Yes” or “No”? Then, if you desire to clarify that an- 
swer, you may. 

Mr. Cuoate. I don’t know whether it was in the month of May, 
but it was in the spring of 1956. 

Mr. Wuiiams. You did have a meeting with Mr. McConnanghey! 

Mr. Cuoare. I did have a meeting with Mr. McConnaughey. 
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Mr. Wuuiams. Allright. If you like, you may elaborate. 

Mr. Cuoate. Mr, Chairman, the Herald-Traveler station WHDH 
filed its application for channel 5 in 1948. From 1948 on I followed 
the record of the House Interstate Commerce Committee and the rec- 
ord of the Commission, of course, with intense interest and super- 
vision. During that time I was a member of the Communications 
Commission Committee of the ANPA. I was in continual contact 
with Cranston Williams, general manager of the ANPA, which is the 
American Newspaper Publishers Association. During that time I 
was familiar and read and followed the testimony of Chairman Mc- 
Connaughey before your committee on January 31, 1956. During 
that time, of course, my TV channel petition was before the Commis- 
sion. 

The particular hearings held by your House committee had to do 
with the bills introduced by Representative Beamer and Chairman 
Harris to prevent discrimination against newspapers, and, if I may 
read—and this is very brief, sir, because I know that you and Mr. 
O’Hara are much more familiar with the history of discrimination 
sonnet newspapers even though I have become quite a student of it 
myself—— 

Mr. Wiuu1aMs. Permit me to say that I supported that theory my- 
self. That is, the principle of these two bills. I am now wondering 
if I was correct. 

Mr. Cuoate. I didn’t understand you. 

Mr. Wuu1aMs. That has no bearing. 

Mr. Cuoate. I am now reading from a House document, hearings 
before a subcommittee of the Committee on Interstate and Foreign 
Commerce, House of Representatives, 84th Congress, 2d session, on 
miscellaneous bills to amend the Communications Act of 1934. In 
this, on January 31, is published Chairman McConnaughey’s state- 
ment as a result of the questions of the subcommittee on discrimina- 
tion against newspapers. 

There is also published in full the hearings of February 1, 2, 3, 7, 8, 
and April 19, 1956. I would like to read you two paragraphs, if 1 
might, of the testimony of February 7 by Representative Beamer. 


He said: 


As I remember, in 1952, my first term, the intention of the committee seemed 
to be unanimous that there should be no discrimination, and it seemed to me to 
have the impression, or I seemed to have the impression, from the House and 
from the conference committee that the reason this provision was deleted was 
because we had assurance from the Federal Communications Commission that 
there would be no discrimination against the newspapers because the newspaper 
wasan applicant for a TV grant. 


Then he went on, on page 213 of the same document: 


I would repeat, however, that in all but 2 of the 12 contested cases coming 
before the Federal Communications Commission for consideration since this 
television freeze was applied, was lifted in 1952, that the Commission has invoked 
or placed emphasis upon its diversification of media policy. 

I followed those hearings, of course, with great interest. I was in 
continual correspondence with Cranston Williams, and I knew that 
Cranston Williams, as general manager of the ANPA, had authorized 
Elisha Hanson, his counsel, to appear before the committee on April 
19, 1956, to present the views of the ANPA. 
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In this correspondence with Cranston Williams we had taken ex- 
ception to the suggestions that had been made by Mr. Hanson. We 
thought that Mr. Hanson and the chairman perhaps, whose bill we 
were supporting, had not met the objection of Chairman McCon- 
naughey on January 31, that the bill was ambiguous, that he had not 
met directly the criticism that had been made by Chairman Hyde 
when he was the head of the Commission that any such legislation was 
too ambiguous for the Commission to follow. 

As a result of Chairman McConnaughey’s testimony before your 
committee, sir, Mr. Dempsey prepared for us a memorandum for your 
committee which we thought met the objections that had previously 
been made. 

We asked Senator Kennedy if he would not present these suggestions 
and this suggested amendment as a substitute for the Harris bill, as 
a substitute for the bill of the chairman. And in the hearing of 
April 19, on page 345, I will read: 

Mr. Harris. At this point I should like to include in the record a letter from 
Senator Kennedy, of Massachusetts, together with a suggested amendment to 
the bill, and a statement to accompany it. 

Now, sir, that is in the record. I will not read it and take your 
time, but that is the memorandum that was prepared by the counsel 
for station WHDH, and the suggested legislation is at the end of it. 

Mr. Witu1ams. Mr. McConnaughey was not at that time a member 
of the Interstate and Foreign Commerce Committee, was he? 

Mr. Cuoate. Who, sir? 

Mr. Wriu1aMs. Mr. McConnaughey. 

Mr. Cnoate. No, sir. 

Mr. Witi1ams. The question was with regard to your visit with Mr. 
McConnaughey. What connection is there between all of this and 
your visit with Mr. McConnaughey ¢ 

Mr. Cuoate. Iam coming to that, sir. 

Mr. Witir1ams. The committee does not have too long to be here 
this afternoon. We have a plane schedule to make, and if you take 
this much time I am certain we will not make it. 

Mr. Cuoate. In short, Mr. Chairman, I was intensely interested in 
the passage of Chairman Harris’ legislation, intensely interested in 
his amendment to the Communications Act, and, as such, I considered 
it my right and my privilege as a citizen, as a businessman, as an editor 
and a publisher, to talk to the Chairman of the FCC about such legis- 
lation. 

Mr. Wuu1ams. Then, summed up in just a few words, you are tell- 
ing the committee that you went to Washington to disctiss with Mr. 
McConnaughey pending legislation, not your application which was 
pending at that time before the Commission. Is that correct? 

Mr. Cuoate. That is correct. And I also will testify, Mr. Chair- 
man, that when I attempted to take this matter up with Mr. McCon- 
naughey he cut me short, and I was not able to take it up with him 
at all. 

Mr. Wriu1ams. You mean Mr. McConnaughey refused to discuss 
pending legislation with you? 

Mr. Deena: Yes, sir. He said, “T will not discuss anything con- 
nected with television with you.” 
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Mr. LisuMan. In the spring of 1956, when you had this meeting 
with Commissioner McConnaughey in Washington, what was the 
status of the channel provision before the Commission with respect 
to channel 5? 

Mr. Cuoater. That is a direct matter of record, Mr. Lishman. 

Mr. Lisoman. I wish to pinpoint the position of the proceeding 
at the time you had your meeting with Chairman McConnaughey. 

Is it a fact that it was prior to the time of the final decision of the 
Commission ? 

Mr. Cuoate. That’s a matter of record, Mr. Lishman. 

Mr. LisuMAn. I want the answer. We are making the record. 

Mr. Cuoate. Yes. 

Mr. Lisuman. And was it subsequent to the time when the final 
decision of examiner Cunningham awarding the channel to the Greater 
Boston TV Corp., Inc. had been filed ? 

Mr. Cuoate. Yes. 

Mr. Lisuman. In other words, your visit with Chairman McCon- 
naughey was during a period when the proceedings were in what is 
known as an adjudicatory posture ? 

Mr. Cuoare. I don’t know what that means. 

Mr. Lisuman. I will explain it. 

The record had been closed on the hearings by the spring of 1956. Is 
that correct ? 

Mr. Cuoate. Yes. 

Mr. LisomMan. The examiner had handed down an initial decision 
against you. Is that correct? 

Mr. Cuoate. Yes. 

Mr. Lisuman. The matter was then pending before the Commission 
for final decision. Is that correct? 

Mr. Cuoate. Yes. 

Mr. Dempsey. Mr. Lishman, I am sure that you are not trying to 
create any inaccuracy in the record. 

It had not been orally argued and was not ripe for Commission 
decision at that time. 

Mr. Lisuman. I will accept that. It was awaiting instead of pend- 
ing. 
Mr. Dempsey. There is no question that it was in an adjudicatory 
posture. I will stipulate that with you, sir. 

Mr. Lisuman. Who arranged this meeting between you and Mr. 
McConnaughey ? 

Mr. Cuoate. I don’t recall that anybody did. 

Mr. Lisuman. Had you met Mr. McConnaughey previous to this 
meeting ? 

Mr. Cuoate. I don’t think so. 

Mr. Lisuman. Do you know or not? 

Mr. Cuoate. I don’t think I had. 

Mr. Lisuman. Did you telephone him at his office in Washington 
and arrange this meeting? 

Mr. Cuoatr. That is my recollection. 

Mr. Lisuman. Did you ask anyone else in Washington to arrange 
this meeting with the Chairman for you? 

Mr. Cuoate. I don’t recall that I did. 

Mr. Lisoman. Do you have any memorandums or writings which 
would refresh your memory in that regard ? 
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Mr. Cuoate. No, sir; I have not. 

Mr. Lisuman. And after you had had your meeting with Chairman 
McConnaughey did you prepare any writing of the discussion or con- 
versation you had with the Chairman? 

Mr. Cuoate. No; I did not. 

Mr. Lisuman. Did you make any report concerning your meeting 
with Chairman McConnaughey to any of your board “of directors or 
stockholders ? 

Mr. Cuoate. No; I did not. 

Mr. Lisuman. Have you ever met former Commissioner Mack of 
the Federal Communications Commission ? 

Mr. Cuoarte. I have not. 

Mr. LisumMan. Have any employees of the Herald-Traveler Corp. 
ever played golf with former Commissioner Mack of the Federal Com- 
munications Commission ? 

Mr. Cuoatse. Not tomy knowledge. 

Mr, Witu1rams. To his ‘knowledge. 

Mr. Cuoarte. I did not, and I think I would have known it, Mr. 
Chairman, if anybody did. 

Mr. Dempsey. You can add his counsel to the list of people who 
did not play golf with Mr. Mack. 

Mr. Lisuman. Do you have any memorandums from any of the fol- 
lowing persons relative to channel 5? I will name them: George 
Akerson, Mr. Tanger, Harry Freidenberg, Tom Gerber. 

Do you have e anything i in writing from any of those persons relating 
to channel 5? 

Mr. Cuoater. That’s a very broad question, Mr. Lishman. 

Mr. Lisuman. I am asking if you have any correspondence or 
writings. 

Mr. Cuoate. I don’t think so. 

Mr. Lisuman. Could you ascertain either from your own files or 
from that of the two companies whether there exists any such written 
memorandums from any of those persons ? 

Mr. Cuoare. I might have a memorandum from Tanger on adver- 
tising. 

Mr. Lisuman. I said relating to the channel 5 award. 

Mr. Dempsry. Mr. Lishman, I would like to help in a search for 
any such records. May I ask you, sir, whether you want matters in 
connection with the preparation of hearing exhibits, because my recol- 
lection is that Mr. Tanger was a witness in the case, and if it is in 
connection with that it may well be. 

Mr. Gerber is a reporter. I am sure he has written stories about 
matters that are pending. I don’t know whether that is what you 
want either. 

Mr. LisoMan. We are not seeking news stories. 

Mr. Cuoate. Mr. Lishman, I will make a search for such records. 
I do not believe that any such records exist. 

Mr. LisuMman. In order to narrow the request, if you would con- 
fine the search to the period January 4, 1956, to the date of the aw ard, 
which I believe was some time in April— 

Mr. Cuoatr. Twenty- four. 

Mr. Lisuman. Of 1957 

Mr. Cuoate. Yes, sir. 
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Mr. Lisuman. Can we be assured that you will report to the com- 
mittee the results of your search ? 

Mr. Dempsey. I will undertake to report that to you, sir, at the 
very earliest opportunity. 

Mr. Lisuman. Mr. Choate, do you recollect at any time telling 
at any time anyone that you had channel 5 in the bag, and I quote 
“In the bag” ? 

Mr. Cuoarte. No, sir, I never did. 

By the same token, Mr. Lishman, I never told anybody I wasn’t 
going to get it, naturally. ' 

Mr. Lisuman. Going back to your meeting with Chairman Mc- 
Connaughey, Mr. Choate, do you have any records showing the date 
on which you telephoned him to arrange this meeting ? 

Mr. Cuoate. No, I have not. 

Mr. LisumMan. Do you make it a practice of keeping a record of 
telephone calls you make on matters of this kind ? 

Mr. Cuoatr. No. No, we do not. I think I know what your 
question is leading to. May I answer it? 

Mr. LisoMan. Yes, sir. 

Mr. Cuoare. Because of our telephone records from the telephone 
company it is the practice of the company for the operators to make 
a record of the call and who made it and possibly to whom it was 
made. When we get the bill of the telephone company it is the 
practice of the company to check that call back through the various 
departments to see that it is an office call and not a personal call. 
After that those records are invariably destroyed. They have no 
further use to the company. Their life is presumably—lI suppose the 
telephone company bills are submitted every 30 days. I don’t know. 
I suppose that the life of any such slips would be 5 to 6 weeks. 

That is the only possible way that we ourselves could make a 
check. 

Mr. Lisuman. At or about the time that you telephoned Chair- 
man McConnaughey did you make a telephone call to another pub- 
lic official in Washington which related to aaneal 5% 

Mr. Cuoate. I wouldn’t know. Ihave no record. 

Mr, Lisaman. Do you have any diary entries? 

Mr. Cuoarr. No, sir. I have never kept a diary of anything. 

Mr. Lisoman. Where did you meet with Chairman McConnaughey 
in Washington ? 

Mr. Cuoate. My recollection is we met at the Statler Hotel. 

Mr. Lisuman. In his room or in a private room ? 

Mr. Cuoate. No,sir. Ina public room. 

Mr. Lisuman. Would you please state again the substance of the 
conversation you had with Commissioner McConnaughey ? 

Mr. Cuoate. I think we indulged in the usual pleasantries that two 
men who had not previously had any contact before might indulge in. 
We sat down and ordered lunch, and during the course of the pleas- 
antries I started to take up with him the question of the Harris amend- 
ment and how strongly I felt, that I hoped that the amendment of 
the chairman of the committee would be passed by Congress and might 
be enforced by the FCC. 

Before I had got that out of my mouth he said, “Mr. Choate, I do 
not want to talk to you about the affairs of the FCC or the Harris 
committee or anything else. Let’s keep this all out.” 
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Mr. Lisuman. Mr. Choate, have you had occasion to read the testi- 
mony of former Chairman McConnaughey before this committee, 
which was given on May 2 of this year? 

Mr. Cuoate. Yes, I have. 

Mr. Lisuman. Didn’t he say that you attempted to converse with 
him about the channel 5 award and that he cut you off ? 

Mr. Cuoate. That’s what he said. 

Mr. Lisuman. Is that correct ? 

Mr. Cuoate. No, sir; it isnot correct. 

Mr. Lisuman. In other words, you dispute the accuracy of Chair- 
man McConnaughey’s testimony ? 

Mr. Cuoate. I think mine is a better recollection than his. 

Mr. Lisuman. Do you state that you did not mention channel 5 in 
your conversation with Chairman McConnaughey ? 

Mr. Cuoate. Yes, I do. 

Mr. Lisuman. Despite the fact that he has testified to the contrary? 

Mr. Cuoate. He didn’t say I mentioned channel 5. 

Mr. Lisoman. The record will speak for itself on his testimony. 

Do you have any writings or memorandums concerning conversa- 
tions you have had with the officers of the John Hancock Insurance 
Co., the First National Bank of Boston, the Second Bank State Street 
Trust Co., and particularly with Mr. Ireland, Mr. Paul Clark, and 
John Kelsey concerning loans and other financial matters sought by 
the Boston Globe? 

Mr. Dempsey. If the chairman please, we have a very serious ques- 
tion, not about our willingness to discuss this matter in executive 
session with the committee, but there is pending precisely the question 
of those conversations in the case in the court of appeals. It was 
decided by the FCC, is now on appeal, and has been submitted after 
argument to that court. 

Tam very much concerned that we give any false appearance of try- 
ing to relitigate before this c ommittee matters which are submitted in 
court. We have no objection to giving the facts, Mr. Lishman, to 
you or to anyone else. 

Mr. Wi1ams. I wish you would read the question back, please. 

(The record was read by the reporter, as follows:) 

Mr. LisHMAN. The record will speak for itself on his testimony. 

Do you have any writings or memorandums concerning conversations you 
have had with the officers of the John Hancock Insurance Co., the First National 
Bank of Boston, the Second Bank State Street Trust Co., and particularly with 
Mr. Ireland, Mr. Paul Clark, and John Kelsey concerning loans and other finan- 
cial matters sought by the Boston Globe? 

Mr. Witxiams. Do you desire to answer the question? 

Mr. Cuoate. I am perfectly willing to, Mr. Chairman. 

Mr. Wiru1ams. The question is, Do you have such memorandums? 

Mr. Cuoate. Some of these are in the form of affidavits filed with 
the Commission and filed with the court, sir. I have those, and I 
have a very vivid recollection. 

Mr. Wiiu1ams. What is your attorney’s objection ? 

Mr. Dempsey. Mr. Chairman, I am not objecting-— 

Mr. Wir11aMs. The question was, Does he have the memorandums? 

Mr. Dempsey. I only ask that you direct the witness, if you want 
him to go into it publicly, and that it be perfectly clear on the record 
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that we are coming here involuntarily before this committee when 
this is pending before the court, if you do not object. 

Mr. Witxt1aMs. The committee, by subpena, demands such records. 
The committee is not in a position to make what might be called deals 
with the witnesses, as the gentleman knows. 

Mr. Dempsey. You direct him and he will answer. 

Mr. Wiuu1aMs. How it will treat evidence which comes into its 
hands is a matter which must be determined by the committee. 

The committee is cognizant, of course, of the rights of the indi- 
viduals who appear before this committee and who are subject to 
subpena with respect to information that is needed by this committee. 
The committee, of course, will protect the constitutional rights of all 
individuals here before the committee. 

Mr. Dempsey. We are not objecting to giving you any of this. I 
only called to your attention the propriety of the committee can- 
vassing the same grounds the court 1s canvassing. If you want to do 
it, you can have ¢ all of it. We are offeri ing you ‘the testimony. I am 
only calling your attention to the fact that you may not desire to go 
into the same things here publicly that are now a part of the court 
record. But this is not an objection I make. 

Mr. LisomMan. We are asking for the production of any such mem- 

orandums, which will include, “of course, memorandums that are not 
rc public records. We have access to the things that are public 
record, and we are seeking writings which are not matters of public 
record which bear on the certificates of this particular applicant with 
respect to the Boston Globe, which attempted and was an intervenor 
in the channel 5 proceeding. 

Mr. Dempsey. May I suggest that you say alleged activities, be- 
cause we dispute the facts ‘alleged by the Globe, and swear that the 
statements contained in the Taylor affidavits are false. 

Mr. Lisuman. I have no objection to using the words “alleged 
activities.” 

Mr. Wititams. It is so ordered. 

Mr. Dempsey. If there are any such memorandums we have no 
objection to producing them for you, and will do so. I don’t know 
that there are any in addition to what we filed, but we will check and 
gladly give it to you. 

Mr. Wuuiams. I think that takes care of that situation. Thank 
you very much. 

Mr. Lisuman. Mr. Choate, do you have any memorandums or writ- 
ings concerning telephone calls made to you by any other official repre- 
sentative or interested party relative to channel 5? 

Mr. Coats. Will you restate that, Mr. Lishman ? 

Mr. Lisoman. Do you have any memorandums concerning tele- 
phone calls made to you by any interested party relative to channel 5? 

Mr. Cnoate. No, sir. 

Mr. Witu1aMs. Do you state that categorically ? 

Mr. Cuoate. As I understand his question, it is, Did I have any 
memorandums of telephone conversations from any party relative 
tochannel5? Isthat right? 

Mr. LisoMan. From any interested Party in the proceeding. 
¥ Mr. Cuoare. My answer to that, sir, is “No; I do not recall that I 

ave. 
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Mr. Dempsey. You are talking about the other parties to the case, 
I take it, Mr. Lishman ? 

Mr. LisHMan. Yes, sir. 

Mr. Cuoare. This was only telephone conversations? 

Mr. Dempsry. We would be glad to check and see whether we have 
any records of any such conversation. I know of none, but if we 
do—- 

Mr. Lisoman. Will you furnish them if you have them ? 

Mr. Dempsey. I will be glad to tell you if I find them, and, depend. 
ing on their content—and I only make this as a caveat because I don’t 
anticipate there will be a problem—I would assume, if there be some. 
thing, we will furnish it. I will tell you whether we have them in 
any event. You will have no problem about knowing specifically 
what they are. 

Mr. LisHman. I was just going to inquire what you meant by “de- 
pending upon their content” and inquire whether you were going to 
undertake to be the judge of whether the contents of a particular docu- 
ment were relevant to the purpose of this subcommittee. 

Mr. Dempsey. I believe, Mr. Lishman, that the law requires a lawyer 
to advise his client as well as he can as to the relevancy of a question, 
and to advise him to say yes or no based on whether he believes the 
question to be relevant. I do not intend to abdicate this function for 
this or any other client. 

Mr. Lispman. Do you have any memorandums concerning conver- 
sations you have had with the representative of any interested party in 
the channel 5 proceeding ? 

Mr. Cuoate. Yes, sir; [ have. 

Mr. Lisuman. Now we would like to request that such writings and 
memorandums be produced for the subcommittee. 

Mr. Dempsty. We will be glad to produce such documents. 

_ Mr. Lisuman. Mr. Choate, do you have any correspondence or writ- 
ings from Gov. Sherman Adams, Secretary of Commerce Sinclair 
Weeks, Mr. Maxwell Rabb, Mr. Robert Cutler, Mr. Charles Mills, Mr, 
Richard Robie, or any other member of the FCC or any other official of 
the U.S. Government which in any way relates to the channel 5 pro- 
ceeding ? 

Mr. Cuoate. No; T don’t think I have. 

Mr, Wimu1aMs. That includes, I presume, Mr. Lishman, any letters 
or copies of letters to all or any of these people. Is that correct? 

Mr. LisHMAN. Yes, sir. 

Mr. Cuoate. Having to do with channel 5, Mr. Chairman ? 

Mr. Lisuman. That is correct, having to do with channel 5. 

Do you have any memorandums or notes covering any telephone 
conversations you may have had with any of these people who have 
just been mentioned ? 

Mr. Cnoate. No, I have not. 

Mr. Lisuman. Did you ever speak on the telephone with any of 
these gentlemen named concerning the channel 5 proceeding ? 

Mr. Cuoate. No, I don’t think I have. 

Mr. Witxrrams. That was a qualified answer. Would you like to 
give us a categorical answer, or do you feel that you are capable of 
doing it? 

Mr. Cuoatr. I don’t think I am fully capable of doing it, Mr. 
Chairman. 
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Mr. Wuu1aMs. All right, sir. 

Mr, Lisuman. Did you ever call upon Secretary Weeks in person 
at any time and discuss with him channel 5? / 

Mr. Cuoarte. Well, I have met with Secretary Weeks during the 
time I have had an application in for television, but I never at any 
time asked him to intervene with any Commissioner or with anybody 
else in my behalf, 

Mr. Lisoman. Did you ever ask Secretary Weeks to introduce you 
toany of the FCC Commissioners ? 

Mr. Cuoare. No, sir; I have never met any of the FCC Commis- 
sioners except Chairman McConnaughey, except casually at a recep- 
tion. 

Mr. Lisuman. At what reception ? 

Mr. Cuoare. In 1957, WBZ gave a jubilee party here in Boston at 
the Statler, as I recall, at which McConnaughey and Lee were present, 
and I met them both. 

Mr. Lishman. Have you ever entertained Chairman McConnaughey 
asa guest at any function ? 

Mr. Cuoare. No, I have not. 

Mr. Lisuman, Do you recall whether you saw Chairman McCon- 
naughey at the Gridiron dinner in Washington in 1957? 

Mr. Cuoate. I probably saw him, yes. 

Mr. Lisuman. Did you speak with him? 

Mr. Cuoarte. I don’t recall that I did. 

Mr. Lisuman. Was he seated near you? 

Mr. Cuoate. No, sir. 

Mr. Lisaman. Was he your quest ? 

Mr. Cuoate, No, sir. 

Mr. Lisuman. Whose guest was he? Do you know? 

Mr. Coats. I don’t know. 

Mr. Lisnman. Do you have any memorandums of calls from the 
following people on the following dates: Mr, George Akerson, on 
January 27, 1956; Mr. James Malloy, on January 5, 1956; the Fed- 
eral Communications Commission, on January 12, 1956, Chauncy Rob- 
bins, with the Republican National Committee, on January 5, 1956, 
which was the day after the examiners’ decision in the channel 5 
proceeding ? 

Mr. Cuoate. No, I have not. 

Mr. Lisuaan. Do you have any memorandums of any calls from the 
following people on the following dates: Mrs. Wood, secretary to 
the Vice President, on January 10 and again on January 25, 1956! 

Mr. Cuoatz. No, I have not, 

Mr. Lisuman. And do you have any memorandums of calls from 
Senator Kefauver on January 11, 1956, or to Senator Kefauver ? 

Mr. Cuoare, No, sir; I have not. 

Mr. Lisuman. Or to or from John Fisher, then administrative as- 
sistant to Senator Saltonstall, on January 27, 1956? 

Mr. Cuoate. No, I have not. 

Mr. Lisuman. Do you have any recollection that you made calls to 
those persons or received calls from them on or about the dates that 
have been given ? 

Mr. Cuoate. I would have no recollection except I certainly never 
called Senator Kefauver or called the other people, that I know. I 
never called the FCC either. At least I have no recollection of it. 
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Mr. LisHmMan. Do you recall that you telephoned to Chauncy 
Robbins ? 

Mr. Cuoate. I may well have. He is my wife’s first cousin. 

Mr. Lisuman. Isn’t it also a fact that the former assistant to 
Chauncy Robbins was the confidential secretary to Chairman McCon. 
naughey on the FCC? Are you familiar with that ? 

Mr. Cuoate. No, he was not. 

Mr. Lisuman. In other words, you dispute the assistant of Chauncy 
Robbins was Mr. McConnaughey’s assistant ? 

Mr. Cuoarte. I wouldn’t know. I don’t think he was. 

Mr. Lisuman. I am informed I have made a mistake in gender 
here. Itis a lady involved. 

Do you know who Chairman McConnaughey’s confidential secre. 
tary was? 

Mr. Cuoate. No, sir; I do not. 

Mr. Wiuu1ams. The committee will stand in recess for 5 minutes, 

(A brief recess was taken. ) 

Mr. Wiiu1aMs. The committe will be in order. 

Mr. Lishman. 

Mr. Lisuman. Mr. Choate, do you have any memorandums cover: 
ing your own trips to Washington, D.C., relative to the channel } 
award ? 

Mr. Cuoate. I would have vouchers covering trips to Washington, 

es, Sir. 
" Mr. Lisuman. Would you have such a thing as memorandums or 
reports pevmnnes for submission either to your board of directors or 
to any of your stockholders ? 

Mr. Cuoate. I don’t understand your question, Mr. Lishman. 

Mr. Lisuman. I assume when you made a visit or came to Wash- 
ington with regard to channel 5 and something of importance hap- 
pened—that either the members of your board or the stockholders of 
the Boston Herald-Traveler would be interested in knowing the re- 
sults of your trip to Washington. Have you ever prepared a memo- 
randum embodying matters that occurred while you were in Wash- 
ington ? 

{r. Cuoate. No, sir, I never did. 

Mr. Lisoman. Have you every discussed channel 5 with any of the 
following people: Mr. Richard Robie ? 

Mr. Cuoate. Yes. 

Mr. Lisuman. Do you recall when you discussed channel 5 with 
him ¢ 

Mr. Cuoarte. I can’t fix the date, Mr. Lishman. Mr. Robie at one 
time—or at that time—was the head of the Hertz-U-Drive-it, and he 
was trying to get me interested in selling my trucks and renting his. 
He, as you know, was a stockholder in Massachusetts Bay. 

I will say that this was sometime in the late summer, or after I got 
the award, of 1957. 

Mr. Lisoman. But you had no discussions with him prior to the 
award ? 

Mr. Cuoate. I don’t think so. 

Mr. Lisuman. Do you have any memorandums or writings showing 
the conversations you may have had with Mr. Robie? 

Mr. Cuoate. No, sir; I have not. 
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Mr. Lisuman. Have you ever discussed channel 5 with Mr. Wil- 
liam L. Phinney ? 

Mr. Cuoare. Would you identify him for me, please? 

Mr. Lisuman. Mr. Phinney, I understand, was a former attorney 
general in the State of New Hampshire. 

Mr. Cuoate. As far as I know, I have never met Mr. Phinney in 
my life. 

Mr. LisumMan. Do you have any memorandums or writings concern- 
ing the Federal communications handling of channel 9 in Manchester, 
N.H., either prepared by you or by any member of your staff? 

Mr. Cuoate. I undoubtedly, Mr. Lishman, have some memoran- 
dums in my files from Earl Cullum, our engineer, as to the effect of 
moving channel 9 from Manchester to Georgetown, Mass., and its ef- 
fect on channel 5. It was an engineering survey of what would 
physically happen in the reception areas of both cities. 

Earl Cullum is our radio-consulting engineer. 

Mr. Lisuman. What effect would the move of channel 9 in New 
Hampshire to a normal point in Massachusetts have had on the value 
of channel 5 in Boston ? 

Mr. Cuoarter. I never thought it would have any, and I never took 
any position in regard to it. 

Mr. Lisuman. Why were you interested in receiving an engineer’s 
report on that matter ? 

Mr. Cuoate. Mr. Lishman, we receive engineers’ reports on every 
station that is applied for or any move in any way that will affect 
either one of our radio properties—either AM or TV—so that there 
shall be no infringement or we would know what the infringement is 
should our patent be changed. 

Mr. LisumMan. Do you recall what the engineering report said con- 
cerning the effect of the removal of channel 9 to a point north of 
Boston ? 

Mr. Cnoate. It would give them better reception in Boston. That 
was the purpose of the move. That was the Washington Post deal. 

Mr. Lisuman. I don’t understand your reference to the Washington 
Post deal. What is that ? 

Mr. Cuoatr. That was a swap between the Washington Post and 
the Storer Broadcasting. Storer had undertaken to sell his Atlanta 
station to the Washington Post should he be able to obtain channel 
9 and move it to Georgetown, Mass. That’s all in the record. 

Mr. Lisuman. Did you meet in early February 1957 with any other 
applicants for channel 5 to discuss a united opposition to the proposed 
transfer of some of the channel 9 facilities to Georgetown, Mass. ? 

Mr. Dempsey. Mr. Lishman, I wonder if I may, before you get 
to that question, call to your attention a fact that has escaped Mr. 
Choate—that one time a survey was made of the Manchester station 
because it was offered to us for sale, so that there was that in addi- 
tion to what was said. 

I wanted the record to be complete. 

Mr. Lisuman. Fine. 

Do you recall meeting with other applicants of channel 5 to discuss 
opposition ? 

Mr. Cuoate. When is this? 

Mr. Lisuman. In early February 1957. 
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Mr. Cuoats. Yes, I do. I don’t remember that the exact date was 
February, Mr. Lishman. ; 

Mr. Lisaman. And what was the substance of that discussion at 
your meeting with these other applicants ? 

Mr. Cuoats. At the meeting was—— 

I had my lawyer, Charles H. Choate, with me, Alan Steinert, Gar- 
rett Hoag, and Mr. Maguire, and they wanted me to join with them in 
opposing the move of channel 9 to Georgetown, and I refused to do 
anything whatsoever about it. 

Alan Steinert is president of Massachusetts Bay. Garrett Hoag is 
an officer of Massachusetts Bay, and Richard Maguire was the officer 
of Greater Boston, and its moving spirit. They were applicants for 
channel 5. 

Mr. Lisuman. What was your position on that? 

Mr. Cuoarte. I refused to have anything whatsoever to do with it, 
I said I will not move in concert with anybody. I will take no posi- 
tion in regard to channel 9. 

Mr. Lisuman. Mr. Choate, have you or any of your representatives 
at any time talked with anyone in Washington with reference to the 
antitrust problems connected with either a proposed merger that you 
sought with the Boston Globe or with the problems that would arise if 
WHODH was awarded channel 5? 

Mr. Cuoate. Mr. Lishman, will you give me that again, please. 

Mr. Lisoman. Have you or any of your representatives at any time 
talked with anyone in Washington with reference to the antitrust 
problems connected with either a proposed merger that you sought 
with the Boston Globe or with the problems that would arise if 
WHODH was awarded channel 5? 

Mr. Cuoare. I don’t know as I can answer it the way you want. 
I have been advised twice by the Department of Justice in my pursuit 
of this channel. I, of course, do not know who filed the complaints 
against me, although I have pretty reliable information. 

In the spring of 1956 you will recall that Mr. Celler of the Celler 
committee, wrote a letter to the Department of Justice that he 
thought a violation of the antitrust decision was involved. As a 
result of that, I was investigated by the Department of Justice in 
1957—-I beg your pardon, Mr. Lishman—after the leak, but before we 
got the award. 

The agent of the Department of Justice came to Boston and I 
happened to be in Mr. Dempsey’s office in Washington at that time. 
I talked to our Boston lawyer, and he suggested that I go immediately 
over to the Department of Justice and see Mr. Kramer of the Anti- 
trust Division, which I did. I was questioned at length by Mr. 
Kramer, 

As a result of that, nothing happened. All I knew was that Celler 
had complained that the Department had investigated me and I 
couldn’t be indicted and I couldn’t be cleared. 

[ then asked for an appointment with Attorney General Brownell, 
which I obtained, and I said to Mr. Brownell, “Will you indict me or 
clear me?” 

Mr. Brownell said, “Mr. Choate, we have nothing against you.” 

We were again investigated -by the Department of Justice. Whether 
it was before we got the award from the channel or not I am not quite 
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sure. I think it was afterwards. That, we know, was on the direct 
complaint of the Boston Globe. ; 

We never heard from the Department any more on that either. 

Mr. Lisuman. Do you have any memorandums of a telephone con- 
versation you held with Mr. Charles Mills on January 6 and 10, 1956? 

Mr. Cuoate. No, I don’t. 

Mr. Lisuman. Do you recall telephoning to him on those occasions? 

Mr. Cuoars. No, I don’t. 

Mr. Lisuman. Have you ever telephoned to Mr. Charles Mills? 

Mr. Cuoare. I don’t recall. 

Mr. Lisoman. Do you have any records which would show that? 

Mr. Cuoate. No, sir; I do not. 

Mr. LisumMan. Do you know Charles Mills? 

Mr. Cnoare. Yes, sir; I do. 

Mr. Lisuman. Who is he, please? 

Mr. Cuoats. He was a former vice president of the First National 
Bank. 

Mr. Lisoman. And who was the president of that bank at the time? 

Mr. Cuoare. I don’t know. 

Mr. Lisoman. Was it Mr. Robert Cutler ? 

Mr. Cuoate. Mr. Cutler has never been president of the First Na- 
tional Bank. 

Mr. Lisuman. Do you recall, Mr. Choate, placing a person-to-per- 
son call to Charles Mills in Washington ? 

Mr. Cuoate. No, I don’t. 

Mr. Lisoman. And this was 2 days after the examiners’ decision. 
You don’t recall that ? 

Mr. Cuoate. No. 

Mr. Lisuman. Do you recall that Mr. Mills subsequently called 
you back ? 

Mr. Cuoater. No, I don’t. 

Mr. Lisuman. Later in the week, 3 or 4 days later, did you again 
attempt to get Charles Mills on the telephone in Washington ? 

Mr. Cuoatr. I wouldn’t know. I have no record and I have no 
memory of it. 

Mr. Lisuman. Have you ever discussed the channel 5 award with 
Mr. Charles Mills? 

Mr. Cuoatr. No, sir; I dont’ recall that I have. 

Mr. Lisuman. Do you have any memorandums of calls made by 
you to Mr. John S. Knight ¢ 

Mr. Cuoare. No, I have not. 

Mr. Lisuman. Have you ever talked with Mr. Knight concerning 
the channel 5 award? 

Mr. Cnoare. I probably have. 

Mr. LisumMan. Do you recall when you had these conversations ? 

Mr. Cnoatr. No. I might have had them almost any time I saw 
Mr. Knight. 

Mr. LisumMan. Do you recall whether or not they were subsequent 
to the examiners’ initial decision and prior to the final decision of 
the Commission ? 

Mr. Cuoare. I think they probably were. 

Mr. Lisuman. Do you recall the substance of these conversations 
with Mr. Knight ? 
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Mr. Cuoarr. I would say that they were light and trivial. He had 
an application in, and I had an application in. We served on the same 
board together. We have been long newspaper friends, and he would 
say to me, “How are you doing,” and I would say, “How are you 
doing?” 

Mr. LisumMan. Mr. Choate, do you have any wr itings or memoran- 
dums concerning conversations you have had either in person or over 
the telephone w ‘ith Mr. Harry Tenenbaum, of St. Louis, Mo., and his 
partner, Mr. Peltason ? 

Mr. Cuoate. No, I have no memorandums. 

Mr. Lisuman. Did Mr. Tenebaum pay a visit to you in Boston while 
the channel 5 proceedings were aw aiting final decision ? 

Mr. Cuoarte. I would say “No,” Mr. Lishman. Mr. Tenenbaum did 
pay a visit to me in Boston, but it was after April 24. That is my 
best recollection. 

Mr. Lisuman. Do you recall the substance of your conversation with 
Mr. Tenenbaum ? 

Mr. Cuoate. Mr. Tenenbaum came up to see me from New York, 
and represented himself as a substantial stockholder of the Herald- 
Traveler, which I knew to be true. I had never seen him before. I 
don’t think I had ever talked to him before. I had never heard of 
him before, and he, like any stockholder, asked me to tell him what 
I could and what I probably could was the picture for the Herald- 
Traveler in the future. 

At that time we were in the process of building our transmitter, and 
our studios and our tower, and we discussed that. We also discussed, 
as it affected the future of the Herald-Traveler, the new newspaper 
plant that Iam now building in Boston. 

Mr. Lispman. Have you had any telephone conversations with Mr. 
Tenenbaum ? 

Mr. Cuoate. Since when ? 

Mr. Lisuman. At any time. 

Mr. Cuoarte. I think since that first initial meeting I may have had 
one or two. 

Mr. Lisuman. And what did you discuss with him ? 

Mr. Cuoatr. We didn’t discuss anything. He said, “How are you 
doing?” And I said, “Weare doing fine.” 

Mr. Lisuman. Did he call you from St. Louis just to ask you how 
you were doing ? 

Mr. Cuoate. Yes; he did. 

Mr. Lisuman. Have you or any of your representatives ever met 
with Mr. L’Heureux, the former administrative assistant of Chairman 
McConnaughey ? 

Mr. Cuoate. I have never met with Mr. L’Heureux and I wouldn't 
know him if I saw him. 

Mr. Lisaman. Do you know whether any of your representatives 
have ever met with him? 

Mr. Cuoare. I believe that Mr. Akerson has met him once or maybe 
more. 

Mr. Lisuman. Did Mr. Akerson make a report to you concerning 
that meeting ? 

Mr. Cuoatr. No; he did not. 
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Mr. Lisuman. How did you know that he met with Mr. L’Heureux? 

Mr. Cuoate. He told meso. 

Mr. Lisuman. Did he mention the conference he had with Mr. 
L/Heureux ‘ 

Mr. Cuoare. No, not in any great detail. 

Mr. Lisuman. What did he tell you about him ¢ 

Mr. Cuoarr. As I recall, it was shortly after L’Heureux had been 
appointed. He asked me if we had read the story about his appoint- 
ment and picture, which we had, and we told him we had run the 

icture and had run the story. 
ai LisHMANn. Did you ever speak to Mr. Robert Cutler about 

annel 5? 

“Tr Cuoatr. No, sir, I never did, and I didn’t ask him or anybody 
else to intervene for us before any Commission. 

Mr. Lisuman. Do you know whether any of your representatives 
spoke to Mr. Robert Cutler about channel 5 ¢ 

Mr. Cuoate. I know they didn't. 

Mr. Lisuman. Do you know a Mr. Nickerson of the Socony-Mobil 
Co.? 

Mr. Cnoare. No, sir; it doesn’t mean anything to me. 

Mr. LisuMan. You don’t know him ? 

Mr. Cuoate. No, sir. 

Mr. LisumMan. Did you ever write to Mr. Nickerson ? 

Mr. Cnoate. I have no recollection of doing it. 

Mr. LisumMan. Do you have a memorandum of a telephone call made 
by you to Secretary Weeks in which you are alleged to have said that 
if WHDH does not get the channel there will be another Democratic 
paper in Boston ? 

Mr. Cuoatr. Mr. Lishman, that is absurd on its face. 

Mr. Lisuman. Whether it is absurd on its face or not, did you make 
such a call ? 

Mr. Cuoatr. I never made such a call, and I never made such a 
remark, and I wouldn’t want to see any other paper in Boston. 

Mr. Lisuman. And you reiterate that you did not get introduced 
to Chairman McConnaughey by Secretary Weeks. Is that correct? 

Mr. Cuoats. No, sir, I did not. The only person who said that is 
Drew Pearson. 

Mr. LisuMan. Very good. 

I have no further questions of the witness at this time. 

Mr. WitxtAMs. Do you have any questions ? 

Mr. O'Hara. I have no questions. 

Mr. WitiraMs. I have no questions either. 

Are you ready to excuse this witness, Mr. Lishman ? 

Mr. Lisuman. Yes, sir. 

Mr. Witt1aMs. Before we excuse you, Mr. Joyce, your attorney, 
indicated that he had a statement he desired to make. 

Mr. Joyce. A very quick statement. 

Mr. Witiiams. You may proceed. 

Mr. Joyce. Thank you very much. I just wanted to say that at 
the early part of this testimony Mr. Dempsey pointed out how upset 
he was that counsel was named in some of the remarks in connection, 
with extralegal or unethical conduct, and you were very kind to clear 
Mr. Dempsey. " 
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I happen to be just as proud of my reputation, and I am just as 
certain that there was neither illegal nor unethical conduct at any 
time, and I would like, with your kind permission as a fellow attorney, 
for you to give me the same clearance or produce the accusers, which 
I can handle very quickly. 

Mr. Wiuuiams. Mr. Joyce, the committee will be very happy to 
receive your statement. However, unlike the case of Mr. Dempsey, 
I have not had an eT to confer with our staff about what 
information may or may not be in the file with respect to you, sir, 
Therefore, I must, in fairness, say that, while I am not accusing you 
personally of anything, at the same time I am not in the same position 
with respect to your partici ‘eine in this as I was with Mr. Dempsey. 

I trust that that will not be taken, however, as an indication on my 
part that there is definitely anything i in the files 

Mr. Joyce. Mr. Chairman, if I may say very quickly to end this, 
I know Mr. O’Hara as a fellow Irishman will understand this—— 

Mr. Witu1aMs. I do think, though, that we should receive your 
statement, and if you desire to submit that statement, then it will, of 
course, be accepted. 

Mr. Joyce. I desire to make it and just state categorically that 
there was nothing of even the slightest tint of unethical conduct. I 
would like to face my accusers, and I would like to remind the com- 
mittee that while some dead Irishmen were pointed out this morn- 
ing, this is a very live one. 

Mr. Wirurams. The committee will be glad to accept your explana- 
tion or your statement. 

Mr. Joyce. Thank you, Mr. Chairman. 

Mr. Witu1aMs. Do you have any further witnesses ? 

Mr. Lisuman. Is Mr. Davis Taylor here? 

Mr. WittraMs. May we have Mr. John Taylor present, too. 

Mr. Akerson will be asked to testify following these two witnesses. 

Are both of these gentlemen here as witnesses, or one as attorney? 

Mr. Lisuaan. Both as witnesses. 

Mr. Witi1aMs. Will you raise your right hands, please. 

Do you and each of you solemnly swear that the testimony you are 
about to give this committee will be the truth, the whole truth and 
nothing but the truth, so help you God ? 





TESTIMONY OF WILLIAM DAVIS TAYLOR, PUBLISHER, AND JOHN I. 
TAYLOR, TREASURER, BOSTON DAILY GLOBE, BOSTON, MASS. 


Mr. Wiixi1AmM Davis Taytor. I do. 

Mr. Joun Taytor. I do. 

Mr. Wixutams. The committee will recess for a minute or two, 

(A brief recess was taken.) 

Mr. Witurams. The committee will resume its sitting. 

Mr. Lisuman. Mr. Taylor, will you please identify yourself for 
the record. 

Mr. Wii1am Taytor. JT am William Davis Taylor. 

Mr. Lisuman. What is your occup: ation ? 

Mr. Wui1am Tayror. A journalist. 

Mr. Lisnman. Are you an officer of the Boston Globe ? 

Mr. Wiiitam Taytor. Yes; I am. 
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Mr. LisumMan. What is your position ? 

Mr. Witu1am Taytor. I am publisher. 

Mr. Lisuman. President? 

Mr. Wiiuiam Tayvtor. Publisher and general manager. 

Mr. Lisuman. And Mr. John Taylor. 

Mr. Joun Taytor. I am treasurer of the Boston Globe. 

Mr. Lisuman. Have you heard the testimony of Mr. Choate, the 

receding witness, to the effect that Secretary Weeks did not arrange 
to introduce him to Chairman McConnaughey of the Federal Com- 
munications Commission ? 

Mr. JouHn Taywor. No, sir; we weren’t in here then. 

Mr. LisuomMan. You weren’t in the room while that testimony was 
given ! 

Mr. Witut1am Taytor. We were not. 

Mr. LisHMAn. May I ask you this question 

Mr. JouHn Taytor. Mr. Lishman, maybe we were. That was the last 
question you asked ? 

Mr. LisuMan. You were present? 

Mr. JoHNn Taywor. Yes, sir. 

Mr. LisumaNn. Did you hear the answer that Mr. Choate gave to the 
question ? 

Mr. Joun Taytor. Yes, sir. 

Mr. Lisuman. First, I will ask the gentleman, Mr. William Taylor, 
were you at any time told by Secretary Weeks that he had arranged 
for a meeting between the FCC Commissioners and Mr. Choate? 

Mr. Witi1am Tay or. Secretary Weeks told us when we went to call 
on him that anything he had done for Mr. Choate he would have done 
for us, namely, introduce us, as he did Mr. Choate, to any of the Com- 
missioners he was asked to do so. 

Mr. Lisoman. Approximately what date did Secretary Weeks tell 
you this? 

Mr. Joun Taytor. The first week in January or the first or second 
week in January of 1957. 

Mr. Lisuman. And Mr. John Taylor, were you present when Secre- 
tary Weeks made that statement ? 

Mr. Joun Taytor. Yes, sir. 

Mr. Lisoman. Will you please repeat in your words your recollec- 
tion of what Secretary Weeks said in this connection ? 

Mr. Joun Taytor. Mr. Weeks said, in substance, that he had had 
nothing to do with channel 5 and the controversy except to introduce 
Mr. Choate to members of the Commission, and that he would be glad 
to do the same thing for us if we wanted him to. 

Mr. Lisuman. And did he introduce you to members of the Com- 
mission ¢ 

Mr. Joun Taytor. No, sir. We told him that wasn’t necessary. 

Mr. Lisuman. I have no further questions of the witnesses. 

Mr. Wituiams. Where did this conversation occur ? 

Mr. Joun Taytor. In this office in Washington, sir. 

Mr. Wittrams. In Mr. Week’s office? 

Mr. Jonn Taytor. Yes, sir. 

Mr. Witxi1ams. Did you go to see Mr. Weeks about getting help 
in connection with this matter ? 
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Mr. Joun Taytor. We went to see Mr. We eks to tell him that we 
were very upset that the trial examiners’ award had been overturned 
and that the station had been given by the Commission to WHDH, 
and to tell him why we were upset. 

Mr. Wiutu1ams. Why did you go to Mr. Weeks specifically ? 

Mr. Wiuiiam Tayror. I can add something there. We went to see 
every Congressman, every commissioner. We went in without an 
attorney. We were not an applicant in the case. We were primarily 
newspapermen and we had been reading for about 2 years the stated 
policy of the FCC, which was they didn’t want to unify the channels 
of news distribution in cities; they were against monopolies; and we 
told him we thought there w ere some thing the Commissioners should 
be entitled to hear even though we were not a party to the case, namely, 
that there had been talk of trying to combine the papers in Boston, 
We didn’t know how much of that. any of these men knew. We went 
in and simply told them that. We told them we were still not being 
applicants, and I think our record proves that, for the channel. 

Mr. WiuuiaMs. Have you given the approximate date of that con- 
versation ? 

Mr. Witu1am Tayvor. Yes; we have. 

Mr. Wituiams. Who else was present, if anyone, during this con- 
versation ? 

Mr. Wra11am Taytor. With Secretary Weeks? No one. 

Mr. Wiu1ams. Did you arrange your own appointment with Sec- 
retary Weeks or did you arrange it through an intermediary 

Mr. Wirrzam Tartor. I think our politic: al writer avenged / for 
us, 

Mr. Wiutu1ams. Who is your political writer? 

Mr. Witu1am Tayrtor. We had two at that time, John Harris and 
Thomas Winship. 

Mr. O’Hara. You do not own any other television station or radio 
station ? 

Mr. Wi11am Taytor. No, sir. 

Mr. O’Hara. I am speaking of the Boston Globe. 

Mr. Wiit1aM Taytror. No, sir. 

Mr. O'Hara. That is all, Mr. Chairman. 

Mr. Lisuman. Just one question, if I may. 

Do you recall that former Commissioner Mack was sitting as Mo 
tions Commissioner of the FCC and failed or refused to act upon a 
motion by your counsel for extension of time within which to file a cer- 
tain pleading in connection with your intervention ? 

Mr. Wiiu1amM Tayvor. I recall that. 

Mr. Lisuman. And were you advised by your attorney that this was 
one of the most unprecedented acts that any Motions Commissioner 
of the FCC had ever done? 

Mr. Wiri1am Taynor. Mr. Neville Miller said so. 

Mr. Lisran. And, as a result of this inaction of former Commis 
sioner Mack and failure to decide on a matter which he should 
have decided, did that contribute to the decision ultimately made that 
the opposition which you had filed must be dismissed by the Com- 
mission as being untimely ? 

Mr. Demrsrey. Mr. Lishman, that: is right difficult as a statement be- 
cause the record of the Commission shows—and you as a lawyer ought 
to know—that everything was accepted by the Commission. 
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Mr. Listrman. I ask that Mr. Dempsey be sworn if he is going to 


testify. ody 
Mr. Witutams. The witness is testifying. He may or may not 
remember. 


Mr. Wir11am Taytor. As a layman, all I would say is it couldn’t 
have helped. I am not a lawyer, sir. 

Mr. Lisuman. I will read from the record if Mr. Dempsey wishes 
me to do so. 

Mr. Dempsey. It would straighten out your testimony if you did. 

Mr. Lisuman. I will read from a memorandum opinion and order 
of the FCC, adopted April 24, 1957, which reads, in part, as follows: 

Globe on Monday, February 25, 1957, filed both in opposition to WHDH’s 
motion to strike the petition to intervene and replied to WHDH’s answer to its 
petition. These pleadings should have been filed Wednesday, February 20, 
1957. A petition requesting an extension of time until Monday, February 25, 
1957, was not acted upon by formal order of the Commission. 


Is that correct ? 

Mr. Joun Taytor. Yes, sir. 

Mr. Lisuman. Did the motions examiner, Commissioner seem, 
ever grant or deny your petition requesting an extension of time? 

Mr. Witx1aM Taytor. The record says he did. 

Mr. Lisuman. Says he didn’t. 

Mr. _— Taytor. No, sir, he did not as far as I know. 

Mr. Dempsey. Mr. Lishm: un, every single pleading these people 
filed was considered by the Commission. Every request to extend the 
time for the filing of one document, in my recollection, was refused, 
and the same document was filed as an attachment to a later paper, 
and the entire matter was submitted to the Commission, as you well 
know if you have read the record in this case. 

Mr. LisumMan. I am discussing failure of Motions Commissioner 
Mack to make a decision of the motion before him. I have read the 
record. He made no decision on that motion. 

Mr. Demrsey. And that had nothing to do with any decision at 
any subsequent point in the case. 

Mr. Lisuman. The record also shows that the Globe’s petition was 
denied because it was not timely. 

Mr. Dempsey. You know that not timely was the fact that it was 
filed a year and a half late; not any motion of Mr. Mack. 

Mr. WituraMs. Just a minute. 

These matters can be argued at a later time. I see no reason to 
get into a controversy at this time with the counsel for a witness who 
has already testified. 

I think perhaps, Mr. Lishman, you might proceed with your inter- 
rogation. We are going to have to close this out in just a few 
moments, 

Mr. Lisuman. I have no further questions. 

Mr. Wituiams. If the committee counsel desires to make a point of 
this matter, of course that can be developed later in these hearings. 

Have you concluded ? 

Mr. LisuMan. Yes. 

Mr. Witu1aMs. Thank you very much, gentlemen. 

Do you have another witness, Mr. Lishman ? 

Mr. Lisuman. Mr. Akerson. 
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Mr. Wiu1aMs. Do you solemnly swear the testimony you are about 
to give to this committee will be the truth, the whole truth and nothing 
but the truth, so help you God ? 


TESTIMONY OF GEORGE AKERSON, ADVERTISING DIRECTOR, 
BOSTON HERALD-TRAVELER CORP.; ACCOMPANIED BY WILLIAM 
J. DEMPSEY, ATTORNEY AT LAW, WASHINGTON, D.C., AND 
THOMAS M. JOYCE, ATTORNEY AT LAW, BOSTON, MASS. 


Mr. Axerson. I do. 

Mr. Witu1aMs. The committee will recess for 30 seconds, more or 
less. 

(A brief recess was taken. ) 

Mr. Wutu1ams. The committee will resume its sitting. 

Mr. Lisuman. Mr. Akerson, will you please identify your position 
with the Herald-Traveler and with WHDH. 

Mr. Axerson. I am advertising director of the Boston Herald- 
Traveler. I have no position with WHDH. 

Mr. Dempsey. May the record show Mr. Joyce and I are represent- 
ing Mr. Akerson. 

Mr. Wiu1aMs. I think the record should show that Mr. Dempsey 
and Mr. Joyce both represent the witness. 

Mr. Lisuman. Mr. Akerson, were you in Washington in January 
1956 ? 

Mr. Axerson. Yes, I believe I was. 

Mr. Lisoman. What were you doing in Washington during that 
period ? 

Mr. Axrrson. I am not sure. I believe I was conferring with my 
counsel. I made several trips. 

Mr. Lisuman. Did you meet with any commissioner of the Federal 
Communications Commission in January 1956? 

Mr. Axerson. No, I did not. 

Mr. LisumMan. Did you meet with any employee of the Federal 
Communications Commission during that period ? 

Mr. Axerson. Yes, I did. 

Mr. LisnmMan. Will you please state whom you met with? 

Mr. Axrrson. Sometime in January at some hearing I met Mr. 
Bryant, I believe his name is. It was in a public hearing. And some- 
time in January I met Mr. L’Heureux. 

Mr. Lisaman. What did you discuss with Mr. L’Heureux ? 

Mr. Axerson. I didn’t discuss anything with him. I was intro- 
duced to him by somebody. I think I had been in Congressman Me- 
Cormack’s office, and, walking to a lunchroom or someplace in the hall 
there, someone introduced him to me. And, some way or other, I 
think either he or I mentioned that there was a story in the paper 
about him that had run and he wondered if some extra copies could 
be furnished to him. 

Mr. Lisnman. Extra copies of what? 

Mr. Axerson. The paper. 

Mr. Lisuman. Did you make any written reports to Mr. Choate or 
anyone else in the Herald-Traveler concerning your trips to Wash- 
ington in January 1956? 

Mr. Axerson. No, I did not. 
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Mr. Lisuman. Have you been to Washington since that time? 

Mr. Axerson. Yes, I have. 

Mr. Lisuman. Were any of those trips in connection with channel 5? 
Mr. Axerson. Yes, a great many of them. 

Mr. Lisuman. In what regard did these trips relate to channel 5? 
Mr. Axerson. Public hearings, oral arguments, conferences with 


counsel. ‘ t: 
Mr. Lisuman. And these trips were all prior to the final decision, 


were they ? 

Mr. Axerson. No. I made many since then. 

Mr. LisHmMan. Have you made any written reports or memoran- 
dums to anyone concerning any of these trips? 

Mr. Axerson. No, I have not. 

Mr. Lisoman. Did you make any reports or memorandums to any- 
one about these trips ? 

Mr. Axerson. I imagine I did. 

Mr. Lisuman. Do you recall to whom you made such reports? 

Mr. Axerson. I made them to Mr. Choate. 

Mr. LisumMan. Have you ever made them to a stockholder of the 
Herald-Traveler ? 

Mr. Axerson. Mr. Choate is a stockholder. 

Mr. Lisoman. Any other stockholder ? 

Mr. Axerson. No, I don’t believe I have. 

Mr. LisuMan. I have no other questions. 

Mr. Wititams. Do you have any questions, Mr. O’Hara? 

Mr. O’Hara. No. 

Mr. Wriu1aMs. I have no questions. 

Are you ready to excuse the witness ? 

Mr. Lisuman. Yes. 

Mr. WituraMs. Thank you very much, gentlemen. 

Mr. Lisuman. Mr. Chairman, I would like to make one statement. 

During the course of the hearing this morning entries were read 
from a document in the subcommittee’s possession showing payments 
of substantial sums of money to Paul A. Dever. It was not intended 
by the reading of such information to impute any wrongdoing to the 
individual concerned. We were attempting, through the witness, to 
elicit what we believe is material, pertinent, and relevant to the pur- 
pose of the subcommittee. 

That is all. I just wanted the record to show these comments be- 
cause otherwise we would be leaving the impression that we were 
making an accusation whereas we were attempting to elicit informa- 
tion and showing the grounds of relevancy to the inquiry of documents 
that were requested. 

Mr. Wiuu1ams. Mr. Lishman, the Chair did not so interpret the 
testimony this morning, as you have so indicated, to charge anyone 
with any wrongdoing. As you have so ably stated, the purpose of 
bringing this into this hearing is to show that the committee believes 
it to be entirely relevant to the purpose of this investigation. In 
this respect, of course, the record which has already been made in this 
— speaks for itself. 

0 you have any further witnesses ? 
Mr. Lisuman. No, sir; not at the moment. 
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Mr. Wiuu1AMs. Before the committee is adjourned permit the Chair 
once again to express the appreciation of the subcommittee to the 
chief judge of the court, to the clerk, to the marshal, and to the other 
officers of the court who have made our visit here so comfortable in 
this room. They have been most cooperative, and the committee ap- 
preciates it very much. We have nothing but the highest commenda- 
tion for the way that we have been treated while we have been guests 
in this court. 

The committee will stand adjourned, to meet at 10 o’clock Monday 
in Washington, D.C. 

(Whereupon, at 4:05 p.m., the committee adjourned, to reconvene 
in Washington, D.C., Monday, June 9, 1958, at 10 a.m.) 
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INVESTIGATION OF REGULATORY COMMISSIONS AND 
AGENCIES 


MONDAY, JUNE 9, 1958 


HovssE or REPRESENTATIVES, 
SpeciAL SUBCOMMITTEE ON LeGISLATIVE OVERSIGHT 
OF THE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C. 

The special subcommittee met, pursuant to recess, at 10 a.m., in the 
caucus room, Old House Office Building, Hon. Oren Harris (chair- 
man) presiding. 

Present: Representatives Harris, Williams, Mack, and Moss. 

Also present: Robert W. Lishman, counsel to the subcommittee; 
Stephen J. Angland, attorney to the subcommittee; Robert S. Mc- 
Mahon, research assistant; and Herman C. Beasley, subcommittee 
clerk. 

The Cuarrman. The committee will come to order. 

Today as we resume hearings of the subcommittee concerning the 
Federal Communications Commission program and the comparative 
criteria, transfers, and mergers, we are to hear Mr. Harry Tenenbaum. 
This is in further connection with what is referred to as channel 2 in 
St. Louis. 

Is Mr. Tenenbaum here ? 

Will you be sworn, Mr. Tenenbaum? Do you solemnly swear the 
testimony you give to this committee to be the truth, the whole truth, 
and nothing but the truth, so help you God ¢ 

Mr. TenenzBAvUM. I do, sir. 


TESTIMONY OF HARRY TENENBAUM, PRESIDENT, SIGNAL HILL 
TELECASTING CORP., ST. LOUIS, MO.; ACCOMPANIED BY CLARK M. 
CLIFFORD, ATTORNEY AT LAW, WASHINGTON, D.C. 


Mr. Cuirrorp. I would like to state for the purpose of the record 
that my name is Clark M. Clifford. I am a Washington, D.C., at- 
torney with offices at 1523 L Street, and I represent Mr. Harry Tenen- 
baum and Mr. Paul Peltason and in that capacity I am accompanying 
them this morning. 

The CHatrman. Thank you very much, Mr. Clifford. We are 
glad to have you with us this morning. 

Mr. Cuirrorp. Thank you. 

Mr. Tenenbaum and Mr. Peltason both have short prepared state- 
ments which have previously been delivered to members of your staff. 

The Cuamman. It is the general procedure, Mr. Tenenbaum, for 
this committee to permit the witness to read any statement that he may 
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have which he desires to present to the committee, following which 
there will be some questions. 

Mr. TenensAum. I would like to read my statement, if I may. 

The Cuarrman. You may have that priv ilege and you may proceed, 

Mr. Tenenpaum. My name is Harry Tenenbaum. My wiaeeal is 
1 Apple Tree Lane, St. Louis, Mo. Since 1932, I have been a partner 
with Mr. Paul Peltason in the investment firm of Peltason, Tenen- 
baum Co. with offices at 111 South Bemiston Street, St. Louis, Mo, 

In 1952 Mr. Peltason and I organized the Signal Hill Telecasting 
Corp. I am president of that corporation and Mr. Peltason is chair- 
man of the board. 

When the Federal Communications Commission lifted the freeze 
in 1952, there was only one television station operating in the St. 
Louis market. It was KSD, owned by the St. Louis Post- Dispatch 
and operating on channel 5. The Commission’s allocation table issued 
at that time mixed the VHF and UHF channels. 

In the name of the Signal Hill Telecasting Corp., we applied for and 
were granted UHF channel 54 allocated to Belleville, Ill., just across 
the river to St. Louis. The initial capital of the corporation in 
1952 was $301,000. Shortly after we went on the air in August 1953, 
an additional $202,000 was put into the company. 

By the late fall of 1953, because of the weak signal we had, we 
realized that we could not operate competitively ‘with the 1-kilo- 

watt transmitter originally installed so we purchased a 12-kilowatt 
transmitter from the General Electric Co., which was installed in 
December 1953. 

Our monthly operating losses were heavy, and by the spring of 
1954, it had become apparent to us that the intermixture of VHF 

and UHF television was a basic mistake. 

In May 1954, hearings were held before the Senate Committee 
on Communications, the so-called Potter committee. At that time 
I was treasurer of the Ultra High Frequency Television Associa- 
tion, and I was a member of the Ultra High Frequency Coordinat- 
ing Committee. I testified as a witness before the Potter Committee. 

In the latter part of 1953, two additional UHF stations, chan- 
nel 36 and channel 14, had come on the air in the St. Louis ares 
This resulted in one VHF and three UHF stations serving the St. 
Louis market. About 6 months later, another VHF station, chan- 
nel 4, came on the air in St. Louis. 

It has been my definite opinion, based on my experience in the 
television field, that VHF stations drive out UHF stations in any 
particular area. This was confirmed by developments in the St. 
Louis area. 

After the second VHF station was established, two of the UHF 
stations were forced out of business. They were UHF channel 
14 and UHF channel 36. We were determined to stay on the air, 
however, and we continued to operate UHF channel 54. We con- 
tinued to hope that the day would come when the Commission 
would recognize that a truly nationwide television service could 
not be established without the deintermixture of UHF and VHF 
outlets. 

During this period, we were furnishing the St. Louis public with 
the St. Louis Cardinal baseball games that were played away from 
St. Louis. No other channel was willing to render this service. 
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In December of 1954, after the channel 36 permit had been sur- 
rendered, we conceived the idea that our advertising position would 
be improved if we moved from Belleville across the river to St. 
Louis. We applied to the Commission for channel 36 in St. Louis 
and our application was granted. , 

We took over the studio and tower and equipment formerly 
used for channel 36 and changed from channel 54 to channel 36 on 
April 8, 1955, without any interruption of television service to the 
public. 

At the time we went on the air as channel 36, we made a further 
substantial additional investment in equipment to double our power, 
and on May 31, 1955, we went to 500,000 watts. 

We were improving the television service to the public but we 
‘were losing money every month. Our loss for the year ending 
September 30, 1953, was approximately $209,000. Our loss for the 
year ending Septermber 30, 1954, was approximately $261,000. Our 
joss for the year ending September 30, 1955, was approximately 
$500,000. ‘This made a total loss for this first 3-year period of ap- 
proximately $970,000. el 

During this time, the problems of intermixture were receiving ex- 
tensive study by the Commission and by congressional committees. 
Early in 1955, UHF stations in five intermixed markets filed with 
the Commission requests for deintermixture by elimination of VHF 
channels assigned to those areas. 

The Commission issued notices of proposed rulemaking in these 
cases, and requests for similar action were filed involving 15 other 
communities, including Springfield, Ill., and St. Louis. 

The operator of UHF channel 20 in Springfield was the Plains 
Television Co. At this time the Plains Television Co. formally re- 
quested the Commission to reallocate VHF channel 2 from Spring- 
field to St. Louis. VHF channel 2 in Springfield was not in use but 
channel 20 had been on the air since December 1953. Channel 20 
in Springfield was then, and still is today, a successful UHF sta- 
tion because every set in Springfield, Ill., is capable of receiving UHF 
signals. 

The operators of channel 20 contended that the deintermixture of 
Springfield would not only keep UHF alive in Springfield and San- 
gamon County, but in more than a dozen other counties in central 
Illinois as well, thereby deintermixing and benefiting an entire area 
and not merely a single city. 

This action on the part of the operators of channel 20 in Spring- 
field received publicity in the papers. There was a great deal of 
comment in the trade press with reference to deintermixture and it 
was at this time that we became aware of the possibility that if de- 
intermixture were put in operation in the Springfield area, VHF 
channel 2 could be allocated to St. Louis. If such a development re- 
sulted, we were vitally interested in attempting to obtain a license 
for VHF channel 2 in St. Louis because our losses in operating UHF 
36 were constantly increasing. 

Also, we knew it was only a question of time until St. Louis had a 
third VHF station on channel 11. We could see clearly that when 
a third VHF station came into the St. Louis market, we as a VHF 
Station were doomed. We were already fighting a losing battle 
against heavy odds and a third VHF station would destroy us. 
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At the same time, our experience in the St. Louis market had con. 
vinced us that if channel 2 in Springfield were assigned to St. Louis, 
St. Louis would then be provided with three network VHF stations 
and an independent VHF station. The size of the market in St. Louis 
is such that it could comfortably carry three network stations and 
an independent station if all of them were VHF stations. 

Also, it appeared clear to us that Plains Television was corr ‘ect in 
contending that if Springfield were deintermixed, the public in the 
Springfield area would continue to receive as many signals as they 
then received. However, if VHF channel 2 were “activated in 

Springfield, we felt sure it would drive the UHF stations out of the 
area and the public in Springfield would receive less television service, 

We filed comments with the Commission endorsing the proposal 
to send VHF channel 2 to St. Louis, and at the same time we urged 
the Commission to award the channel to us as an improvement of 
our facilities. 

During the time I had been treasurer of the UHF Association and 
member of the UHF Coordinating Committee, I had become ac- 
quainted with the FCC Commissioners and with a number of members 
on the staff. I had continued my contacts with these gentlemen and 
during this period I personally visited with the members of the 
Commission in an unsuccessful ‘effort to get the Commission to act 
on a petition that had been filed by channel 20 in Springfield for a 
rulemaking proceeding to consider the proposal to deintermix Spring- 
field. I urged prompt action on the deintermixture problem and I 
supplemented my personal visits to the Commission with letters to 
them summarizing my position and urging that the deintermixture 
petitions be ac ted upon. Copies of such correspondence have been 
furnished to this committee. 

Unfortunately, my efforts were unavailing, because in November 
1955 the proposed deintermixture proceedings were denied. A new 
study was ordered in a general rulemaking proceeding. This new 
general rulemaking proceeding extended from November 1955 to 
June 1956. 

During this period, the financial problems of our company, the 
Signal Hill Telecasting Corp., became increasingly acute. We con- 
tinued to lose money every month. It was costing us between $10,000 
and $20,000 a month to stay on the air. By September 1956, our net 
loss in the operation of our television company was $1,178.000. 

In June 1956, the Commission adopted a report finding that interim 
improvements on a city-by-city basis might be achieved by eliminating 
VHF channels in some areas and by adding VHF channels in other 
areas, and the Commission invited comments regarding the proposed 
deintermixture of 13 selected areas. One of these cases involved the 
Springfield-St. Louis area. 

Also, at approximately this same time, the Senate Committee on 
Interstate and Foreign Commerce, headed by Senator Magnuson, 
which had been studying this subject at length, issued its interim 
report strongly endorsing the Commission’s action and urging the 
Commission to take as prompt action as possible to deintermix par- 
ticular areas. 

We were gratified by this report because it confirmed the strong 
belief that we had had for a long time that deintermixture was in- 
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evitable and was the obvious solution in many areas in the country. 
This report of the Senate committee contained the following language: 

If a VHF channel deleted from one community is allocated to another com- 
munity with a faltering UHF station, or a UHF station that has been forced 
off the air, the licensee of the latter should be granted the new VHF channel. 

This was exceedingly encouraging to us because we were convinced 
that another VHF channel such as channel 2 could be successful in 
the St. Louis area, and this encouraged us to believe that we might 
obtain such channel because we were certainly a “faltering” UHF 
station. 

The morning and evening newspapers in St. Louis carried news 
articles on October 12, 1956, headed “FCC Proposed Shift of TV 
Channel Here,” and on December 1, 1956, there were other articles 
headed “KTV i Supports C ‘hannel C hange. - 

On March 1, 1957, the Commission handed down its report and order 
transferring channel 2 from Springfield to St. Louis and providing 
for our temporary operation of channel 2 in St. Louis, subject to 
certain conditions recited in the order. The major condition was that 
Signal Hill was not being given a permanent authorization but would 
have to submit to a comparative hearing with any other applicant 
or applicants for the channel, and that Signal Hill would be given no 
advantage because of its temporary operations. On this point, the 
order provided: 

In authorizing Signal Hill to operate on a temporary basis on channel 2 as 
outlined above, we emphasized that in any comparative hearing involving regular 
operations on channel 2, no effect whatsoever will be given to any expenditure 
of funds pursuant to the temporary authorization, nor will any preference 
redound to Signal Hill by virtue of the temporary grant. 

On March 7, we accepted the temporary operation of channel 2, 
subject to the conditions recited in the order. On March 21, we filed our 
application for regular operation on channel 2. At this time, the 
Louisiana Purchase Co., a newly formed corporation in St. Louis, 
also filed its application for regular operation of channel 2. 

By reason of having made tentative advance arrangements for 
equipment, we were able during the ensuing 3 weeks to remove the 
channel 36 transmitter and to install the channel 2 transmitter. We 
also made a quick substitution of the antenna and were able to shift 
operations from channel 36 to channel 2 so efficiently that on April 16 
we were able to telecast to the St. Louis public the first St. Louis 
Cardinal out-of-town baseball game. 

After receiving our temporary authorization, various court actions 
were filed by parties involved. These matters were litigated and in 

2ach instance we were successful. 

In the late summer of 1957, the St. Louis newspapers carried articles 
concerning negotiations for the sale of television station KWK in 
St. Louis. The St. Louis Globe-Democrat, a daily newspaper, owned 
approximately 25 percent of KWK. Later the Globe-Democrat indi- 
cated a desire to ac quire an interest in our company. This appealed to 
us because by this time my partner and I had a loss of $1,356,000 in 
the operation of our television company. We had meoagent excellent 
television service to the St. Louis area, but at disastrous cost to our- 
selves. 
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We ultimately concluded an arrangement with the St. Louis Globe- 
Democrat and they purchased 25 percent of the stock of the Signal Hill 
Telecasting Corp. 

There were then pending before the Commission two competing 
applications for regular operation on channel 2. We were one of the 
applicants, and the newly formed Louisiana Purchase Co. was the 
other applicant. The applications were designated for a comparative 
hearing to start in February 1958. 

In Ja anuary we were contacted by the Louisiana Purchase Co., and 
it was indicated by them that they desired to effect an interest in our 
company and to give up their ef fforts to acquire channel 2. After ne- 
gotiation, a contract was concluded with this group and they pur- 
chased a 10 percent interest in the Signal Hill Co., subject to the 

approval of the Commission. The stockholders of the Louisiana Pur- 
chase Co. were prominent and outstanding citizens in St. Louis, and 
in our opinion their participation in our company would add strength 
to it. 

A hearing was held before Hearing Examiner Herbert Sharfman, 
who issued an order finding that the ‘consolidation of the interests of 
the two applicants would be in the public interest, and a construction 
permit was granted by the Commission. 

I have attempted to give the story of our operations to this commit- 
tee without going into undue detail. 

For 6 years we have supplied the St. Louis area with television 
service under the most difficult and trying conditions, both to my 
partner and me. Our efforts to operate a UHF station in St. Louis 
convinced us of the wisdom of deintermixture as a national policy. 
We feel strongly that the transfer of channel 2 from Springfield to 
St. Louis benefited both St. Louis and Springfield. 

[ appreciate the opportunity to appear before this committee and 
advise them of the facts in this regard, and I shall be happy to attempt 
to answer any questions that any of you may have. 

The CHarrMan. That concludes your statement, does it ? 

Mr. TENENBAUM. Yes, sir. 

The Cuarrman. We will have a 10-second recess so they can take 
your picture. 

(Brief recess. ) 

The CHarrman. Mr. Lishman, do you have any questions of Mr. 
Tenenbaum? 

Mr. Lisuman. Yes, sir. 

The CHatrrman. You may proceed. 

Mr. Lisuman. Mr. Tenenbaum, would you please explain to the 
committee why Signal Hill decided to take UHF channel 54 in Belle- 
ville, Tl., rather than apply for the VHF channels 4 or 11 in St. 
Louis, Mo. ? 

Mr. TrnenBaAvuM. I will explain it this way, sir: There was a freeze 
in 1952 that the Commission had ordered, and after 314 or almost. 4 
years of study, the Commission came out with a report which stated 
that they felt that VHF and UHF would be competitive within a 
short time. They made an exhaustive study. We felt that this was 
true, so we applied for channel 54. 

Mr. Lisuman. Mr. Tenenbaum, did you consider the fact. that 
Signal Hill could not have won in a comparative proceeding channel 
4 or channel 11? 
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Mr. TeNENBAUM. No, sir. 

Mr. LisomMan. Do you believe that if you had gone into that pro- 
ceeding, you would have won against the competing applicants in that 
proceeding ? . 

Mr. TENENBAUM. I do not believe I could answer that question, sir. 

Mr. LisoMan. Well, we are attempting to find out why you took 
what is admittedly a much less valuable UHF channel and did not 
subject yourself to the risk of a comparative hearing for the more 

valuable VHF channels, which were available in St. Louis, Mo. 

Mr. Tenenpaum. If we had felt that we were not going to have a 
channel that would prove to be competitive, we would never have 
gone into the business. . 

Mr. LisomMan. Did you believe that a UHF channel in St. Louis 
would be competitive with a VHF channel in St. Louis? 

Mr. Tenensaum. We had the word of an extensive report of the 
Commission that had made a 314 year study to that effect. 

Mr. LisomMan. Did you base your judgment exclusively on what was 
in that Commission’s report? 

Mr. TenENBAUM. That is pretty hard for me to answer. 

Mr. Lisuman. Did you not make an independent study of your 
own to ascertain whether or not a UHF channel in Belleville, IL., 
could be competitive? 

Mr. Tenenbaum. We certainly thought so, sir. 

Mr. Lisuman. Did you have any study made by any engineers 
on that point? 

Mr. TenENBAUM. No, sir. 

Mr. Lisoman. Did you have any study made by any other person 
concerning that point ? 

Mr. Tenenspaum. We had people who were in the broadcasting busi- 
ness that certainly thought so. 

Mr. Lisoman. Do you have any written reports to substantiate 
that people in the broadcasting business believed that channel 54 in 
Belleville, Ill., was a good, competitive station ? 

Mr. Tenenbaum. W ell, I know that the people that we backed had 
made a study and we backed their judgment, sir. 

Mr. LisuMan. Do you have anything in writing on that? 

Mr. JTeNENBAUM. I do not recall whether we have or not. If we 
have, we will be glad to furnish it. 

Mr. LisumMan. Could you tell us what people gave you that in- 
formation ¢ 

Mr. TENENBAUM. Our partners at that time were a Mr. Ben Wilson, 
a Mr. John Hyatt, anda Mr. Ted Westcott. 

Mr. Lisnman. Did these gentlemen indicate to you that channel 54, 
a UHF channel in Belleville, Ill., would be a competitive station with 
VHF stations? 

Mr. TenenBAuM. Yes, sir. 

Mr. Lisnman. But is it not rather unusual that all the people with 
experience in the business were applying for the VHF station and 
none were applying for the UHF station? Is that not rather un- 
usual ? 

Mr. Trenenpaum. Well, there were other channels that had compet- 
ing applicants for UHF channels at the time. 

Mr. Lisuman. Well, who competed with you for UHF channel 54? 

Mr. Trenenraum. No one, sir. 


32090-—59-— pt. 9 10 
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Mr. Lisuman. Do you know of any comparative hearings for 4 
UHF channel at or about the time in 1952 when you got this channel 
54? 

Mr. Tenenpaum. I can recall that there were some, sir. 

Mr. Lisuman. Is it a fact that at that time, and almost since then, 
UHF channels can be almost had for the asking ? 

Mr. Tenensaum. That is the result, sir, of practice and not theory, 
There was expert testimony given for 314 years to the effect that it 
would be. 

Mr. Lisuman. Has anyone in St. Louis with experience in the 
broadcasting business ever applied for a UHF channel? 

Mr. TENENBAUM. Yes, sir. 

Mr. LisnmMan. Who? 

Mr. Tenensaum. Mr. Garrison applied for channel 14. 

Mr. LisoMan. When did he make that application ? 

Mr. TenenspAum. I would imagine in 1952. 

Mr. Lishman. And what was Mr. Garrison’s experience in the 
broadcasting business? 

Mr. Tenenspaum. Well, let me put it this way, Mr. Lishman, if I 
may: Television broadcasting is a comparatively new business and I 
do not think that there were very many people who had great experi- 
ence in television. That was also true of the Post-Dispatch when they 
applied for their station. 

Mr. Lisuman. What time did the Post-Dispatch get their station? 

Mr. Tenensavo. I think it was prior to 1948. 

Mr. Lisuman. Is it not a fact that the broadcasting business is not 
a new business? There have been new technical developments in 
television broadcasting, but has there not been a broadcasting business 
for some years ? 

Mr. Tenenpaum. Mr. Lishman, I would have to say it was a new 
business. There was also channel 36, you understand, that was ap- 
plied for, too, in St. Louis. 

Mr. Lisuman. But I have not found out yet what experience the 
only applicant for UHF channel 14 in 1952, what experience that 
gentleman, Mr. Garrison, had in the broadcasting business. 

Mr. TENENBAUM. He was in the radio business, associated with the 
Post-Dispatch in radio. 

Mr. Lisuman. In what capacity was he associated; do you know? 

Mr. Tenensauom. I do not really know, sir. 

Mr. Lisoman. Well, against the experience of the competing appli- 
cants in channels 4 and 11, do you believe that an investment firm such 
as yours could have been successful in the comparative hearing on 
4and 11? 

Mr. Tenenpaum. Mr. Lishman, I do not think I can answer that. 

Mr. Lisoman. W : at is your opinion ? 

Mr. Trenensaum. I do not know. 

Mr. Lisuman. What would your business judgment be? 

Let’s assume the situation that a client had come to you who had only 
been in the financial business, let us say, and seeking your advice as 
to whether he should form a company to apply in ‘the comparative 
hearings on channel 4 and 11. In your business judgment, would you 
believe or advise him that he had a fair opportunity of being successful 
in such an application in view of the long experience of the already 
existing applicants for those stations? 
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Mr. TeNENBAUM. I just cannot answer that question, sir. 

Mr. LisuMan. Concerning your own firm, what was your business 
judgment at that time as to whether you believed you could or could 
not be successful in the comparative hear ings on 4 and 11? 

Mr. TENENBAUM. We never gave it a thought, sir. 

Mr. Lisuman. On page 1 of your statement, it is said that the 
realization came to you that the intermixture of VHF and UHF was 
a basic mistake and that you began to realize this in the spring of 1954. 
Did you really ever think that a UHF station in St. Louis could com- 
pete effectively against the four VHF channels which had already been 
assigned there ? 

Mr. TenensAum. Against the one television channel. 

Mr. Lisuman. There were four VHF channels already assigned in 
St. Louis. 

Mr. Tenenspaum. There was only one on the air, sir. 

Mr. Lisoman. The Commission had assigned four channels there. 

Mr. TeneNBAUM. One was an educational, but there was only one 
channel on the air. We were the second station on the air. 

The Cuairman. What was the educational channel ? 

Mr. Tenensaum. Channel 9. And we were followed on the air by 
two other UHF stations, and I testified at the Potter hearings, if they 
would not allow a second VHF station into our market, that we could 
be the capital of UHF. I did not go down to the Potter hearings and 
ask them to give mea V; I asked them to let us remain U. 

They knew that there was a mistake or they would not have called 
the Potter hearings, or they knew there was something seriously 
wrong. 

Mr. Lisuman. We still have not had a responsive answer to the 

uestion as to whether the witness ever thought that a UHF station in 

t. Louis could compete effectively against the four VHF channels 
which had already been assigned there by the Commission. 

Mr. Tenensaum. Well, I will answer that, sir, by saying that I 
would not be put in $301,000 and in a short time put in another 
$200,000 if [had not thought so. Ithink that is obvious. 

The CuarrMan. Is your answer then in the affirmative? 

Mr. TENENBAUM. Yes. I thought we could conduct it; yes,sir. We 
do not always have to be the biggest. We can be competitive. 

Mr. Lisurman. Did it enter into your considerations that there was 
a possibility that Signal Hill could make some quick profits while 
the comparative hearings went on in channels 4 and 11? 

Mr. TenenBAuM. We thought we could get established and furnish 
a service to St. Louis, sir. 

Mr. Lisuman. I would like to call your attention, Mr. Tenenbaum, 
in answer to the question which was repeated to you, that on page 4 
of your statement you say, and I am quoting from the second full 
paragraph halfway through. 

Also, we knew it was only a question of time until St. Louis had a third VHF 
station on channel 11. 

Mr. Tenenzaum. Right, sir. 

Mr. LisHMan (reading) : 


We could see clearly that when a third VHF station came into the St. Louis 
market, we as a UHF station were doomed. 
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I still cannot understand why this realization that a third VHF 
channel was going to doom you could not have entered into your 
business judgment when you decided to go after the UHF station, 
I would like to see how the two statements can be reconciled. 

Mr. Tenenpaum. Mr. Lishman, I would like to answer that in this 
manner : 

In the sixth report, which was a study that had been made by the 
Commission after taking all this expert testimony, they said that it 
would be. Otherwise, they would not have allowed UHF stations to 
come on the air. 

Bitter experience, and unfortunately it did not take long, showed 
that the Commission had erred and all these Potter hearings and all 
the Magnuson committee’s and Cellar committee’s that you “have had 
almost ever since that time had only been conducted because they 
realized that this country could not have a competitive television 
station. 

Let me explain this to you, if I may. I do not want to be windy 
or wordy. 

Mr. Lisuman. I have no objection, Mr. Tenenbaum. [I still do not 
see how you can reconcile the testimony you gave in response to the 
question as to whether you thought that a UHF station could compete 
effectively against the four VHF channels, and your answer, as I 
understand it, was in substance that you believed that you could. 
That was in response to the oral question, but here in your written 
statement you take the position apparently, and I may be wrong in 
the way I interpret it, but you take the position that you knew that 
you were going to be doomed because of the entrance of the third 
VHF station. 

Mr. Tenenpaum. Let me answer that this way, sir: 

One, when you say four television channels, and I do not mean to- 
we are talking about really three commercial channels. We do not 
compete with the educational channels, so there are three. That is 
also beside the point, but after 2 years of operation UHF, where it is 
intermixed, is doomed. 

There is something wrong with UHF assuch. There are people in 
this country that have never received anything but a UHF signal, and 
it works wonder fully well. They do not know a VHF signal, but the 
principle of intermixture here was being proved wrong. I was not 
just one. The whole country was aware that it was wrong. 

[ am trying to answer your question; I am not trying to be evasive, 
sir. 

Mr. Lisuman. I think the record will show how responsive the an- 
swer Is. 

Mr. Tenenpaum. All right, sir 

Mr. Lisuman. Now, Mr. Tenenbaum, on page 2 of your statement, 
you refer to the Ultra High Frequency Television Association of 
which you were the treasurer. 

Mr. Tenenspaum. Yes, sir. 

Mr. LisumMan. What was this association and who created it ? 

Mr. Tenenpaum. It was an association that was created by a num- 
ber of ultrahigh freque ne y stations who had recognized that there was 
a problem, and I think that at that time—I am not quite sure—that 
they were aware the Retin xy hearings were coming on and we thought 
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they should have a national organization that could show just what 
was going on, sir. 

Mr. Liseaan. Do you remember how many UHF stations actually 
joined the associ iation ? 

Mr. TenENBAUM. Not very many. There were about, I believe, five 
at that time. 

Mr. Lisuman. What happened to the association ? 

Mr. TenEnBAuUM. Well, we stayed in existence and then finally an- 
other group called the Ultra High F requency Coordinating Committee 
came in. They organized, and by this time they had organized later 
and there were more ultrahigh stations that were getting into trouble, 
and they had a larger group than we and we merged the two associa- 
tions so that we would present a united front. 

Mr. Lisuman. Would it be correct to say that the association col- 
lapsed for lack of members ? 

Mr. TenenBAum. No, sir. 

Mr. LisumMan. Would that be correct ? 

Mr. TenenBaum. No. Wemerged witha larger group. 

Mr. Lisuman. How largea group did you merge with? 

Mr. Tenensaum. I believe that I would be safe in saying that 
there were 75 stations, 75 members, maybe more. 

Mr. Lisuman. How long did that association continue? 

Mr. TeNENBAUM. It continued on, and it still may be in existence; 
I do not know whether it is or not, but I know that this was followed 
also by a Hometown for Television Committee, which was organized, 
and that committee I know was functioning in 1956. 

Mr. Lisuman. Now, Mr. Tenenbaum, on page 2 of your statement 
in the second paragraph, you say that after the second VHF sta- 
tion was established, two of the UHF stations were forced out of 
business. That being the case, why did you stay on the air if you 
thought that deintermixture was a failure? 

Mr. Tenenbaum. Well, we stayed on the air because we were go- 
ing to give it the biggest try we could. 

Mr. Lisuman. Did you or your company ever ask the FCC to de- 
intermix the St. Louis area ? 

Mr. TenenBAuM. No, sir; I think we supported the Plains peti- 
tion to deintermix. 

Mr. Lisuman. If you were hoping for deintermixture 

Mr. TenenBAuM. We certainly were, sir. 

Mr. Lisuman. Why did you not seek it ? 

Mr. TeNENBAUM. Sir, we did it in the manner which was a formal 
manner. We supported the petition. They did not need two peti- 
tions in there, sir. 

Mr. Lishman. Were there not three UHF stations in St. Louis 
and one V on the air? 

Mr. Tenenpaum. They had long gone before any petitions for de- 
intermixture were filed. 

Mr. Lisoman. In your statement, you also note that UHF sta- 
tions went off the air on channels 14 and 36 in St. Louis. Why did 
not your company seek channel 14, which is superior to channel 36? 

Mr. Trenensaum. Well, channel 14 was out of town. When you 
say superior, the only superiority in 14 or 36 is that 14 has a number 
that is near channel 13, which is a VHF, and you might fool some- 
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body by the name, but the engeee: really is not—this channel 
also, to answer your question, sir—I did not mean to be facetious— 
channel 36 was right in the heart of St. Louis. It was right next to 
Forest Park there. They had fine studios. We could make a good 
arrangement with them and that is why we went there, sir. 

Mr. Lisuman. Mr. Tenenbaum, on page 3 you state that the om- 
pany suffered a $500,000 loss in 1955. Was that an operating loss? 

Mr. Trenenpaum. No. I think that about $250,000 of that was an 
abandonment of facilities over in Belleville. We left the studio and 
tower there. I am not much on figures, but I think that is the 
explanation. 

Mr. Lisoman. What was the station’s operating income in 1955? 

Mr. Trenensaum. I do not have that figure, but I can get it for 
you, sir. 

Mr. Lisuman. I will ask some more questions before I make the 
statement as to what I think. Do you know what the operating ex- 
penses were in 1955? 

Mr. Tenensaum. 1955? I would hazard a guess that our oper ating 
expenses—I was thinking of income—our oper ating expenses in 1955— 
I would rather have figures before me before I answer, because it 
would be purely a guess. 

Mr. Lisuman. Did you or Mr. Peltason receive any income from the 
station in the form of salary or otherwise ? 

Mr. Tenenspaum. We have never drawn $1 out of Signal Hill in the 
form of salaries or any other way until very recently. We do not get 
salaries now. 

Mr. Lisuman. Mr. Chairman, I think it would be relevant for the 
purposes of this committee to have the witness supply the figures con- 
cerning the $500,000 loss in 1955, showing whether or not it was an 
operating loss, and what the station’s operating income was in 1955, 
and what were its operating expenses. 

Mr. Tenenspatm. I think Mr. Peltason might be able to furnish 
those. 

The Cuarrman. Can you supply that for the record, Mr. Tenen- 
baum ? 

Mr. TeNeENBAUM. Yes, sir. 

The CuarrmMan. You may do so. 

(The information referred to follows :) 





Signal Hill Telecasting Corporation fiscal year ended September 30, 1955 


er tron ee eee UE 
DIR <r) a ee A es 616, 276. 10 


I NI aa crc case ir psmeneencasawemalakaal eactigiiai ---..-. 144, 490. 8 
I i he eet naliies $13, 181. 16 
Moving expense from channel 54 to channel 36_____- . 15,195.65 
I a RN i ist 42. 131. 92 


Loss on abandonment of assets_____.__-.-._----_.--_ 219, 977. 93 
Interest accrued to stockholders on notes____--.-__---- 64,543.74 3855, 030. 40 











Loss for the fiscal year ended Sept. 30, 1955 én nae 499, 521. 23 


Mr. Lisuman. Mr. Tenenbaum, in tbe face of these substantial 
losses, why did Signal Hill stay on the air? 

Mr. TeNENBAUM. W hy did we stay on the air, sir? 

Mr. Lisuman. Yes, sir. 
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Mr. Tenenspaum. We just did not want to give up. We were 
fighters. 

Mr. Lisuman. Well, did you have some idea that possibly channel 
2 was going to be mov ed to St. Louis # 

Mr. Tenensaum. No, sir. We were never aware that channel 2 
could be moved to St. Louis until the day that we read that Plains 
Television had petitioned the Commission to move channel 2 to St. 
Louis. That was the first time we were ever aware of that, sir. 

Mr. Lisuman. Mr. Tenenbaum, where you are suffering a loss of 
$500,000, and according to your own statement given here this morn- 
ing you knew you were doomed as soon as a third VHF nate came 
into the St. Louis market, and you knew it was on the way, I do not 
quite understand what you were fighting for. 

Mr. Tenenpaum. Let me say this: We started with a 1-kilowatt 
transmitter of 20,000 watts of power. When we could get additional 
power, we went to 250,000. In 1955, in I think April of that year, we 
spent money and went to a half-million watts of power. We were try- 
ing. We were going to go down. It was not going to be because we 
were not putting out our co efforts. 

Mr. Lisuman. When did you first know that you were doomed ? 

Mr. TenenpAum. We felt doomed for about 3 years. Every time 
we lose that money, we felt doomed. 

Mr. Lisuman. What years did you start beginning to feel doomed ? 

Mr. Trenensaum. Well, let me put it this way to. you, sir: In 1955 
when these petitions for deintermixture were proposed to the Com- 
mission, we had hopes that maybe the Commission would do something 
to deintermix these markets and straighten out this whole thing, not 
just for us; for all over the country. We were part of a national 
problem. And the Commission asked for comments. They had hear- 
ings. 

In November of 1955, and that was a long time to us, from spring 
to November, because we were losing money every month, the Com- 
mission came out and said: 

Now here is what we are going to do. We are going to deny these petitions 
without regard to merit and we are going to make a study and we are going to 
ask for plans, and we are going to look at this problem again. 

So there we were. We did not like it, so we kept on. It was just 
like going on, and on, and on, and in 1956 they announced that. they 
were issuing notices of rulemaking to deintermix our markets, and at 
that time, because of this tide of the Magnuson committee, the Celler 
committee, speeches being made by the Commissioners, speeches being 
made by people in the broadcasting that deintermixture was the thing 
to do, we had lost over a million dollars and if we could be saved, we 
wanted to be saved. 

We gave a good service to the public. This is our sixth year of 
brondeasting mi ajor league baseball. 

Mr. Lisuman. Well, Mr. Tenenbaum, as I understand it, you were 
willing to suffer a $500,000 loss in spite of the fact that, according to 
your statement, you felt you were doomed as soon as the third VHF 
station came in, and that the reason why you were willing to continue 
under those conditions was the hope that eventually there would be 
a deintermixture in which you might emerge in a more favorable 
position. Isthat the substance of what you have said? 
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Mr. TenenBAuM. Would you repeat that again? I am sorry. 

The Cuamrman. I wonder if we could not move on to something 
else. We found out you were doomed; you knew you were losing 
money; you lost two, and three e, and five hundred thousand dollars; 
you stayed in business anyway ; and you talked about the various com- 
mittees in the Congress. It seems to me the record is sufficient on it, 
I wonder if we could not move on to something else. 

Mr. Lisnman. Could I have an answer to that question, as to 
whether that is the correct summary of what the witness just said. 

Mr. TenensAaum. That wasa long question. 

Mr. Lisuman. Will you repeat that question ? 

(The pending question was read by the reporter.) 

Mr. TenenzBAvum. I am willing to agree to that. 

Mr. Lisuman. What did Signal Hill do in connection with the peti- 
tions for deintermixture ? 

Mr. TenENBAUM. Wesupported them, sir. 

Mr. Lisuman. How did you support them ? 

Mr. TenenBaum. I am sure that we filed supporting petitions. 

Mr. Lisoman. Did you help start any of these petitions for de 
intermixture ? 

Mr. TenenBAUM. No, sir. 

Mr. Lisoman. Did your association help start any of these petitions 
for deintermixture ? 

Mr. Tenenpavo. No,sir. Wesupported them. 

Mr. Lisoman. On page 4 you refer in your statement to the desira- 
bility of having four commercial VHF channels in St. Louis, so that 
there could be three network affiliates plus an independent. Similar 
statements were made in your deintermixture pleadings. 

Did Signal Hill ever plan to be the independent station? 

Mr. Trnenpaum. We did not; no. If we were independent, we 
would accept that, sir. 

Mr. Lisuman. Did you plan to be the independent station referred 
to in your statement on page 4? 

Mr. Tenenpaum. Let me say that we would have operated an inde- 
pendent station if that is the way the chips fell. 

Mr. Lisuman. Did you sign an ABC contract before channel 2 was 
even moved to St. Louis? 

Mr. Tenensaum. We signed an ABC contract in December, I be- 
lieve, of 1956. At that time the Commission had not acted on whether 
they were going to move channel 2 into St. Louis or not. 

Mr. Lisoman. Could you explain how you signed this ABC con- 
tract before channel 2 was moved ? 

Mr. TenENBAUM. Yes, sir. 

Mr. Lisoman. Would you doso, please ? 

Mr. TenenBAUM. Well, we did not know what the Commission was 
going to do, but we were a program affiliate of the ABC network as a 
UHF station. An ABC affiliation is a valuable thing because you 
have programing and all the pluses that go with it, and I just went in 
there and asked them if they would affiliate with us if, as, and when 
channel 2 might be moved into St. Louis, and they were agreeable to 
it. I had nothing to lose. I would have been foolish not to do it. 
I also think I was foolish not to have done it sooner. 
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Mr. LisoMAN. Well, is it a fact that channel 11 went to Columbia 
and that channel 4 had ABC’s affiliation ? 

Mr. TeNENBAUM. That is correct, sir. 

Mr. LisHMan. So that by getting channel 11, channel 4 would be 
without a network affiliation ? 

Mr. TENENBAUM. Unless they could get NBC, which it was probable 
they could not, but that did not make any difference to me. 

Mr. LisHm AN. Did not the Post- Dispatch have NBC? 

Mr. TENENBAUM. I say I did not think they could get it. 

Mr. Lisuaan. How did you arrange to get the affiliation in view 
of this situation with channel 4? 

Mr. TeNENBAUM. Well, when I went into the ABC people, while 
we had affiliated, I had only known one or two of them there. I did 
not really know the heads of ABC who had the right to give you a 
regular affiliation, and when I went down there I was met with open 
arms because the channel 4 people, the people who owned channel 4 
and who were then affiliated with CBS, had kicked them around on 
programs that would be ordered that advertisers would not put on 
our station. They would try to put them on the other two network 
stations and when they did, the channel 5 and 4 people just charged 
them as much as the traffic would bear. They would only give them 
time that was not good for them and they had no love for ‘the channel 
4 people, and expressed to me so. 

Mr. Lisuman. Mr. Tenenbaum, at the time you went to negotiate 
for your ABC connection, channel 4 was in existence and had a chan- 
nel. You had not even received an award ? 

Mr. TeneNBAUM. Right. 

Mr. Lisuman. Channel 2 had not been moved. Why is it that you 
were able to secure this affiliation at a time when an existing channel 
apparently was not able to? 

Mr. Tenenspaum. Well, do not hold me to this, but I think I am 
making a correct statement. At that time channel 4 was affiliated 
with DBS and channel 11 was still in a comparative hearing. No 
one knew who was going to get channel 11, so that if CBS did not get 
channel 11, they would naturally probably stay with channel 4. Our 
affiliation contract with the ABC people was to the effect that if we 
were not on by June 1, that the contract was canceled, and also that 
they had the privilege of affiliating with anybody on channel 11 that 
would be the victor. 

Mr. Lisuman. Mr. Tenenbaum, did you give any assurance, either 
oral or written, to the ABC people that you were sure of getting 
channel 2? 

Mr. TenenBAvum. I certainly did not. 

Mr. Lisuman. Is it a fact that the moving of channel 2 resulted in 
an excess of VHF stations in St. Louis? 

Mr. Tenensaum. No,sir. It has made the market very competitive. 

Mr. Lisuman. Well, is it a fact that KWK promptly sold its sta- 
tions because it was without a network? 

Mr. Tenenzaum. I do not know why they sold. I thought they did 
pretty good as an independent, but it was their judgment. 

Mr. Lisuman. Did not CBS turn over the channel it had won to 
competing applicants? 
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Mr. Tenensaum. That is a matter of record, sir. It has not as yet, 
Mr. Listrwan. On page 5, you say that Signal Hill filed comments 
with the Commission asking to have channel 2 moved to St. Louis— 


And at the same time we urged the Commission to award the channel to us, 


How did you urge the Commission to award this channel to you? 

Mr. Tenenspaum. How did we urge the Commission to award it to 
us ? 

Mr. Lisuman. Yes,sir. Did you doit in pleadings? 

Mr. Tenenzavm. I did it in pleadings. 

Mr. Lisuman. Just a moment now. Could you tell us precisely 
what pleadings contained such requests? 

Mr. Tenenpaum. I would have to check with my lawyer, sir. 

Mr. Lisuman. Could we have that furnished ? 

Mr. Tenensaum. We will furnish that. 

Mr. Lisuman. A copy of such pleadings where that request was 
made? 

Mr. Tenenspaum. We certainly will, sir. 

Mr. Lisuman. Very good. How else did you make this urging 
upon the Commission ? 

Mr. TenenpAum. I again made visits to the Commission and urged 
it. It wasamatter of rulemaking. 

Mr. Lisuman. Did you write letters to FCC Commissioners ? 

Mr. TeneNBAUM. Yes, sir. 

Mr. Lisuman. In which you made such urgings? 

Mr. Tenenpaum. I did; yes, sir. 

Mr. Lisuman. And to what Commissioners did you so write? 

Mr. Tenrensavum. I wrote all of them. 

Mr. LisomMaAn. You wrote all of them? 

Mr. Tenenpavm. Right. 

Mr. Lisoman. Did you also make calls or visits upon each of the 
Commissioners ? 

Mr. Tenenpavo. I did, sir. 

Mr. Lisuman. And in these letters and visits, did you ask the 
Commissioners personally to move channel 2 to St. Louis and to give 
it to you? 

Mr. Tenensaum. No. I have supported the deintermixing of these 
markets and I asked them not only to do something about it; I asked 
them either to do it or not to do it, but to do something. 

Mr. Lisuman. Were not there two other UHF stations in St. Louis 
who were entitled to some voice in this matter ? 

Mr. Tenenpaum. No, sir; and I will tell you why. 

One was an applicant for channel 11 in St. Louis. It had given 
up its construction permit or license and was an applicant on channel 
11. The other one had disappes red in the winds. 

Mr. Lisuman. Well, Mr. Tenenbaum, in spite of the fact that this 
was a rulemaking procedure, did you not realize that it was aciversary 
in nature and that adjudicatory rights were involved and that the 
channel was going to be awarded in this proceeding ? 

Mr. Tenenpaum. I do not agree to that. I am not a lawver, but I 
do not agree with that at all. This was a rulemaking procedure. 

Mr. Lispman. Was it not at the same time you were writing these 
letters and making these visits to Commissioners that a comparative 
hearing was going on for channel 2 in Springfield ? 
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Mr. TenenpAvum. I had nothing to do with channel 2 in Spring- 
field. Rulemaking was to take channel 2 out of Springfield. 

Mr. Lisuman. Did you know that a comparative hearing was going 
on for channel 2 in Springfield ? 

Mr. TeENENBAUM. Certainly. 

Mr. Lisoman. And did not your letters and visits to the Commis- 
sioners impinge upon the adjudicatory process in that comparative 
hearing ? 

Mr. TeneNBAUM. I am not a lawyer, but I would say absolutely 
not. 

Mr. LisomMan. Well, you were attempting to get channel 2 for your- 
self in St. Louis and here were two applicants, Sangamon Valley and 
WMAY-TYV, competing for it in a regular comparative hearing. 

Mr. TeneNnAvuM. I will answer that this w: ay, sir: Notices of rule- 
making had been issued by the Commission to move channel 2 from 
Springfield to St. Louis. Again I repeat that the Magnuson commit- 
tee in an interim report at the same time had stated to the Commis- 
sion that : 


We approve of this. Wecommend you for this action. 


And also stated that: 
If you do move this station, give it to the faltering UHF. 


We supported them. Weagreed with them. 

Mr. Lisuman. As I understand it, the Magnuson report was after a 
substantial amount of the activities of your visits and letters to the 
Commission, and the date of that report was July 23, 1956. 

Mr. Tenensaum. That is right, sir. I had been down here since 
1954, sir, talking about the problem. 

Mr. Liseman. Mr. Tenenbaum, if you felt that you could present 
your case by letters and visits to the Commission which were never 

made public or part of the record, why did you bother to have coun- 
sel in proceedings? 

Mr. Tenenpaum. Why did we bother to have counsel ? 

Mr. Lisoman. You were having these behind-the-scenes activ- 
ities. Iam asking iy why did you have counsel ? 

Mr. Tenenzaum. I did not have behind-the-scenes activities. I had 
aright to come down. 

Mr. Lisuman. Your visits and letters were not part of the public 
record, were they ? 

Mr. TeNENBAUM. They did not have to be, sir. 

Mr. Lisoman. Whatever name you give the proceeding, it is a fact 
that as a result of the occurrences, your company got the award of 
channel 2; is that correct ? 

Mr. Tenrensaum. Temporary authority, sir, subject to a compara- 
tive hearing. 

Mr. Lisuman. Well, in effect, was not that a licensing proceeding 

rather than a rulemaking proceeding ? 

Mr. Tenenpaum. Again that is a legal question, sir. I do not think 
sO. 

Mr. Lisuman. Did you ever question the loss of your channel 36 ? 

Mr. Tenennaum. No, sir. 


Mr. Lisuman. Why didn’t you? 
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Mr. Tenensaum. Well, for two reasons: If the Commission moved 
channel 2 into St. Louis, 36 was as effectively deleted as anything 
could possibly make it, and at that point, if channel 11 came on the 
air, it was also deleted as far as we were concerned. 

Mr. Lisuman. Mr. Tenenbuam, the rulemaking record reveals no 
requests whatsoever for the move of Signal Hill’s channel 36 to 
Springfield. Do you know where the requests to move channel 36 to 
Springfield came from ? 


Mr. Tenensaum. I think it was first talked about in the Commis. | 


sion. To move channel 36 from Springfield? You mean channel 
36 to Springfield ? 

Mr. Lisoman. That is correct. 

Mr. Tenenspaum. I think it was discussed in the Commission. 

Mr. Lispman. Did you initiate any such discussion with any 
Commissioner ? 

Mr. Tenensaum. No, sir. I had talks with them concerning it be 
cause it was just what the Senate committee had asked them to do and 
I think they said that they were talking about that. I told this to 
my partners. ‘They were very interested. 

Mr. Lisuman. Mr. Tenenbaum, with what Commissioners did you 
have these discussions concerning the move of channel 36 to Spring- 
field ? 

Mr. Tenenpavum. I do not know. 

Mr. Lisuman. You do not know? 

Mr. TENENBAUM. No, sir; I do not. 

Mr. Lisoman. Do you have any records which would refresh your 
recollection ? 

Mr. Tenenzaum. No, sir. 

Mr. Lisoman. Was it more than one Commissioner that you dis- 
cussed it with? 

Mr. Tenenpaum. It could have been. 

Mr. Lisoman. Do you mean by “it could have been” there were oc- 
casions when you met with a group of Commissioners and discussed 
it? 

Mr. TreNenBAuM. No, sir; but I would go into the Commission 
offices and talk to them, sir. 

Mr. Lisuman. Well, what Commissioner’s offices did you go into! 

Mr. Tenenzaum. I went into all of them. I did not single out. 

Mr. Lisoman. You mean you discussed this with every Commis- 
sioner ? 

Mr. Tenensaum. No, sir; I cannot remember that I did, and I 
probably did not. 

Mr. Lisuman. Can you remember one Commissioner you discussed 
it with? 

Mr. Tenenpaum. No, I cannot, sir, but I am sure that I discussed 
it. Let me put it that way. 

Mr. LisomMan. You are sure you discussed it with more than one 
Commissioner ? 

Mr. TenenBAum. I do not know. It could have been one or more. 

Mr. Lisuman. And you do not know which Commissioner you dis- 
cussed it with ? 

Mr. Tenensaum. That is correct, sir. 

Mr. Lisuman. Did you ever write about it to any Commissioners? 

Mr. TeNENBAUM. I do not think so, sir. 
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Mr. Lisuman. Do you know of anyone on your behalf who dis- 
cussed with any Commissioner the moving of channel 36 to Spring- 
field ? 

Mr. TenenBAum. I do not know, sir. They may have. 

Mr. Lisuman. Has anyone on your behalf ever rendered you a re- 
port concerning his discussions with any Commissioner about the 
moving of channel 36 to Spr ingfield ? 

Mr. TenENBAUM. No, sir. 

Mr. Lisuman. What Commissioner’s office did you make your head- 
quarters in while you were there? 

Mr. TeNENBAUM. I never made my headquarters in any of them. 

Mr. Lisaman. Where did you spend a good deal of your time at 
the Commission ? 

Mr. TeNENBAUM. I went from office to office. 

Mr. LisumMan. Well, what Commissioner’s office did you spend the 
most of your time when you were here in Washington ? 

Mr. 'Tenensaum. Mr. Lishman, I did not spend most of my time 
atany of them. I went from one to the other. 

Mr. Lisuman. Well, in other words, you do not remember what 
Commissioner you t: alked to or where you spent your time, and yet 
you admit you did have discussions w ith Commissioners concerning 
the move of channel 36? 

Mr. Tenenpaum. I think one or more of the Commissioners dis- 
cussed it with me, sir, that they were giving consideration to that 
because they felt that it was in accord with the Senate’s directive and 
also because it would enable the Commission to continue a service in 
St. Louis in the public interest. 

Mr. Lisoman. What Commissioner discussed the matter with you? 

Mr. TenenBaum. I told you I did not know, sir. 

Mr. Lisuman. Do you remember anything that was said between 
you and any of the Commissioners about this moving channel 37 to 
Springfield? 

Mr. Tenensaum. Only that it was under consideration. 

Mr. LisomMan. Well, what Commissioner told you that? 

Mr. Tenenraum. Mr. Lishman, I have told you that I do not know, 
sir. It could have been any of them. 

Mr. Lisuman. Mr. Tenenbaum, did you know that in the rulemak- 
ing proceeding the Commission proposed to give channel 2 to Signal 
Hill? 

Mr. Tenenpaum. Did I know? No, sir; I do not think it was in a 
rulemaking 7 eeding. They said they were going to consider mov- 
ing channel 2 from Springfield to St. Louis and we hoped it would 
be us. 

Mr. Lisuman. Is it correct that at first in that rulemaking the 
Commission announced that it would not give channel 2 to Signal 
Hill? 

Mr. Tenenraum. I do not think so; no, sir, This is a legal ques- 
tion. 

Mr. Lisuman. No, this is not a legal question. Is it not a fact 
that in the course of the proceedings the Commission’s first position 
was that it would not give channel 2 to Signal Hill? 

Mr. Tenenpaum. I just say that it was probably not the time nor 
had they decided. 
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Mr. Lisuman. Well, in the first order in the rulemaking proceed. 
ing, the Commission expressly stated that channel 2 would not go te 

Signal Hill. 

Mr. Tenenpaum. I do not believe they said that, sir. 

Mr. Lisuman. Well the record will speak for itself. 

Mr. Tenenspaum. Let the legal documents speak for themselves. 

Mr. Lisuman. Now, Mr. Tenenbaum, on page 8 of your statement, 
you say that you mzde tentative advance arrangements for equipment, 

What were these tentative plans / 

Mr. Tenensaum. Let me get this. 

Mr. Cuirrorp. Where on the page, please ? 

Mr. Tenenspaum. Oh, yes, up at the top. 

Mr. Lisuman. First full paragraph. 

Mr. Tenensaum. Let me tell you what I did, Mr. Lishman. Let me 
say this before: In October of 1956 we owed the General Electric 
Co. $170,000 and they had a chattel mortgage on our equipment 
amounting to $160,000. I went to the General E Slectric Co. in October 
and I said to them that the Commission was considering rulemaking 
to deintermix the St. Louis market and that we hoped “that in some 
way we would be given authority to operate, whether it was tem 

porary or permanent, and I made a deal with them because they had 
fon very generous with UHF operators who had failed and we felt 
we should not be penalized just because we had taken tremendous 
losses, and I talked with them at the time about a settlement of that 
debt, and I thing at that time we agreed that they could cancel that 
debt with a maximum to us of $25,000. 

I asked them at that time if we were successful and were allowed 
to operate channel 2 in St. Louis how long it would take them to fur- 
nish us with equipment and their answer at that time was that it 
would be around 2 months. 

Nothing further was done on that until, I believe, January 18, when 
we were made aware that the Commission had made some instruc- 
tions to their staff that channel 2 was to be sent to St. Louis and that 
we would receive a temporary authority to operate. 

We knew that we had been pressed by the Anheuser-Busch people 
who were sponsoring the Cardinal baseball games. They wanted to 
know whether we were going to broadcast the games for the coming 
season and we told them at that time that we would not be on the 
air as channel 36. We would just definitely go off the air. 

We signed the contract with them that had a cancellation clause 
and decided that we would risk another $21,000 by letting them in- 
itiate the building of this equipment, but that if the Commission 
decided not to allow us to operate we were to give them that in re- 
turn for a cancellation on the contract. 

Mr. Lisuman. Well, Mr. Tenenbaum, is it a fact that more than 
a month before the Commission formally voted to move channel 2, 
you had entered into a contract with the General Electric Co. ? 

Mr. TenenBaum. That is true, sir. 

Mr. LisuMaN. For a channel 2 transmitter ? 

Mr. Tenensaum. That is true. 

Mr. Lisuman. Returning to this FCC proceeding 

Mr. Ciirrorp. Excuse me just a minute, Mr. Lishman. 





ti 


g 


—- én. Cee 





ceed. 
vO to 


nent, 
nent, 


t me 
etric 
nent 
ober 
king 
ome 
tem- 
had 
felt 
lous 
that 
that 


wed 
fur- 
it it 


hen 
ruc- 
shat 


ple 
l to 
ing 
the 


REGULATORY COMMISSIONS AND AGENCIES 3455 


May it please the chairman, in that regard Mr. Tenenbaum would 
like to introduce, if there is such a proceeding, two television publica- 
tions which in Janu: ry contained what purported to be accurate in- 
formation regarding the awarding of such channel. It was as much 
as a month and a half prior to the formal action of the committee and 
I think it might be of value to the committee to have such documents 
in their file. If they were marked as exhibits, we would then have 

hotostatic copies made and give them to the clerk. 

The CHatmrMaAn. Mr. Clifford, do you mean formal action of the 
committee, or the Commission ¢ 

Mr. Tenenzpaum. Of the Commission. 

Mr. Cuurrorp. No. Excuse me. These articles in the television 
publications are some month and a half prior to formal action by the 
Communications Commission and I think that it would be of value 
if these documents were in this record because it purports to show 
that it was general information in the industry about the awards that 
had been made. 

The CuHatrmMan. Very good. Let them be received for the record 
when submitted. 

Mr. Currrorp. I would also, if I might, ask that just a sentence 
or two from each be read at this time so the members of this commit- 
tee would know the purport of these. There are about three sentences 
in each document. 

Mr. TenenBAuM. Mr. Lishman just asked me if we signed a con- 
tract about a month prec eding the formal announcement of an award 
to us by the Commission. 

The CuatrmMan. Mr. Tenenbaum, the record has been established 
here that such was the case and we had copies of the contract that you 
signed and they are a part of the record now. 

“Mr. TENENBAUM. Right, sir. 

The Cuarrman. If you care to explain that, you may do so. 

Mr. Tenennaum. That’sr ight, sir. Thank you. 

This is an article of January 21 and the magazine had been printed 
at least 3 or 4 days the week before and it says here: 

The FCC last week grappled with two big projects (1) to clean up with the 
greatest possible dispatch pending television cases, including deintermixture 
proposals which would add needed facilities in a number of major markets; 
(2) prevent the action from leaking in advance of a formal release of the written 
opinions. Both happened. A half dozen important cases were decided and 
the results promptly leaked all over the country. 


On the same page it says that— 
Channel 11 was granted to CBS by a4to1 vote. St. Louis’ channel 2 moved 


from Springfield, Ill, to St. Louis and to be awarded to KTVI-TY, St. Louis, 
now on channel 36. 


In addition here is the Television Digest of January 19, 1957, which 
was also more than a month before the actual consummation, and it 
says this: 

FCC Moves on ALLOCATION 


This was a big week for FCC as it took big bite into tough deintermixture cases 
and deintermixture action was most decisive question. Though decisions voted 
are still tentative, comprising instructions to staff and supposed to be confi- 
dential, they became known quickly. Move channel 2 from Springfield, IIL, to 
St. Louis and Terre Haute. At the same time Commission told staff to come up 
with appropriate document to shift St. Louis KTVI from channel 36 to channel 
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2. It also would amend conditional CP of WMAY-TYV Springfield from channel | 


2 to channel 36 and the conditional CP of WIRL-TV Peoria from channel 8 to | 


a UHF channel. 
Thank you. 





M 


that 


Mr. Dae Mr. Tenenbaum, the normal method the Commission 


uses in taking away a channel is by order to show cause, is it not— 
order to show cause as to why the channel should not be taken away! 
Mr. Tenenpaum. This is a legal question that I cannot answer. 
Mr. Lisuman. It is in the statute that that is the procedure which 
must be followed. 
I will call your attention to a notice of further proposed rulemaking 
in docket No. 11747, which deals with the removal of channel 2 from 
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Springfield to St. Louis, and the date of this notice of further rule- | 


making is October 10, 1956, and paragraph 4 states that— 


Signal Hill Telecasting Corp. operates station KTVI on channel 36 at St, 


Louis and the proposal herein would shift this assignment to Springfield. 
We do not believe, however, that we should direct Signal Hill Telecasting 
Corp. in this proceeding to show cause why its authorization should not be 
modified to specify operation on channel 2 in lieu of channel 36. Such additional 
proceeding which may be necessary can be instituted later. 

So that at this time it was clear in the record, was it not, that the 
Commission had determined at that stage of the proceedings that you 
would not get channel 2? 

Mr. Tenenpaum. You will have to ask a lawyer on the Commission. 
I think that’s just a legal form. 

Mr. Lisuman. And yet in spite of the paragraph just read and after 
October 10, 1956, and in the same month, you visited Syracuse and 
talked to GE about obtaining channel 2 equipment? 

Mr. Tenensaum. No, I didn’t talk to them, except with one excep- 
tion, and that was to ask them how long it would take if we were 
successful or if the Commission awarded us a temporary, how long 
would it take for them to build such equipment. I went up there to 
settle a debt that we had with them. 

Mr. Lisuman. Well, on October 10 of that year the Commission 
had already indicated that they were not going to issue any order to 
show cause to take away or modify your channel 36 authorization. 

Mr. Tenennaro. I do not believe that that—you are a lawyer and 
I am not. 

Mr. Lisuman. Iam only reading the words from the order. 

Mr. one You would have to get the Commission’s lawyers 
to explain that, 

Mr. teak. Side many did you talk to at the General Electric 
Co. about channel 2 equipment in October of 1956 ? 

Mr. Trnenpaum. I talked to Mr. Paul Chamberlin, I would say 
would be the principal that I had talked to. 

T asked him how long it would take to manufacture the equipment. 

Mr. Mack. Could I ask a question at this point? 

Mr. LisHMaAn. Yes. 

The CramMan. Mr. Mack. 

Mr. Mack. I hesitate to interrupt the proceedings, but I am some- 
what amazed that you have such a good memory when it comes to 
General Electric and your memory seems to fade out when you try 
to think of the names of the Commissioners that you were ‘talking 
to. 
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Mr. TeNENBAUM. Congressman Mack, what I meant by that was 
that I called on all the Commissioners. 

Mr. Mack. Youcalled on all of them ? 

Mr. TENENBAUM. Yes, sir; and I would call on all of them. I had 
the right to call on them, and to single - whom I talked to at that 
particular time is impossible for me to sa I am not trying to evade 
it. 

I would go from Commissioner’s office to Commissioner’s office. 

Mr. Mack. Then you could have talked to all of the Commissioners ? 

Mr. TENENBAUM. I could have. 

Mr. Mack. Thank you. 

Thank you, Mr. Chairman. 

The Cuatrman. Did you, though ? 

Mr. TENENBAUM. Sir? 

The Cuarrman. Did you? 

Mr. TenenBaum. I don’t remember, sir. 

The Cuatrman. Did you talk to Mr. Doerfer, the chairman of the 
Commission ? 

Mr. TenenBAvUM. I probably did talk to Mr. Doerfer. 

The Cuarrman. Did you, though? 

Mr. TENENBAUM. I cannot remember, sir. 

The Cuarrman. Did you talk to Mr. Bartley, a member of the 
Commission ? 

Mr. Tenenpaum. I could have, sir. 

The Cuairman. But did you? 

Mr. Tenensaum. I don’t remember. I am not trying to be evasive, 
sir. 

The CHarrMan. But you just are. 

Mr. Cuirrorp. Might I interrupt, please ? 

I believe there is a misunderstanding. I think the witness has in 
mind the question that counsel asked him on one particular subject; 
did he discuss that with a particular commissioner. I am afraid that 
constitutes the misunderstanding. 

The Cuarrman. Let us see if we can help get the misunderstanding 
understood. 

Mr. Cuirrorp. Thank you, sir. 

The CHatrman. We are talking about rulemaking proceedings 
which the Commission had under consideration of changing channel 
36 from St. Louis across the river to Springfield and channel 2 VHF 
in Springfield to St. Louis. Is that right? 

Mr. TenensAum. That’s right. 

The Cuamman. Is that the subject matter on which you talked to 
all—and I use your word “all”—of the Commissioners ? 

Mr. Tenensaum. I said, Mr. Chairman, that I may have. I do 
not remember that I did. I went in there. I know that I talked to 
them. I am willing and want to say to you that I talked to Commis- 
sioners. If you want me to say which one, I can’t tell you. I don’t 
know. 

The Cuatrman. Did you talk to all the Commissioners about this 
particular problem ? 

Mr. Tenennaum. Probably I didn’t talk to all of them. Let me 
say that. 

The Cuatrman. Probably you did not talk to all of them. 
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Mr. Trenensaum. I mean I don’t know. I am not trying to b 
evasive. 

The Cuarrman. I am not trying to get you to say one thing or the 
other. Just tell us the facts, Mr. Tenenbaum. 

Mr. TenenBAvUM. I am trying to, sir. 

The Cuarmman. Did you talk to some of them? 

Mr. Tenenpaum. Yes, sir; probably, yes, sir. 

The CuHatrman. But you do not recall which one of those you did 
talk to? 

Mr. Tenenpaum. No, sir. 

The CuarrmMan. You just cannot remember that? 

Mr. TeNENBAUM. I cannot remember. 

The Cuarrman, All right. 

Mr. TENENBAUM. bi I am trying to say is that I would have 
talked toallofthem. I don’t think that ] probably did. Maybe I did. 

The Cuatrman. I understood your previous testimony to say that 
you talked to all of them about it and you wrote letters to all of them 
about it. 

Mr. Tenenpaum. No, sir; not about this. 

The Cuatrman. I think if you go back and find your statement you 

will find you made that statement. 


Mr. Tenensaum. Let me say that I would write letters to Commis. | 
sioners and I would talk tothem. I would write them all. If I wrote | 


them I would write others. I didn’t pick out one to write to or didn’t 
pick out two or three. 

The Crramman. Mr. McConnaughey was the Chairman of the Com- 
mission at that time. Do you remember if you talked to the Chair- 
man ¢ 

Mr. Tenensavum. I probably did. 

The Cuatrman. You probably what? 

Mr. Tenpnpaum. I probably did. 

The Cuatrman. You probably did? 

Mr. TenenBAum. I don’t know. I can’t tell you that I did. 

The Cuarrman. It would be important because I would like to know 
what the Commissioner told you when you talked to him. I think that 
is important. 

Mr. TenenzBaum. In connection with this 36 being moved to St. 
Louis? 

The Cuatrman. Channel 2 being moved to St. Louis and channel 
36 being moved to Springfield. 

Mr. Tenenpaum. I thought they were talking specifically about 
moving 36 to Springfield. 

The Cuarrman. And 2 to St. Louis? 

Mr. Tenenpaum. Let me say that I talked to them all. 

The CuarrmMan. You did talk to them all? 

Mr. Tenensaum. If you want to pin me down to a statement. 

The Cratrman. I do not want to pin you down to anything except 
the truth. 

Mr. Tenenpavo. Sir, that’s what I am trying to be. I am trying to 
be as truthful as I can be. 

The Cuatrman. However, did you talk to Mr. McConnaughey about 
it? 

Mr. Tenenpaum. I could have. I will say that I probably did. 
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The CuHarrmMANn. You probably did? 

Mr. Tenenbaum. I couldn’t tell you if my life depended on it, sir. 

The CuarrmMan. Did you talk to Commissioner Lee about it ? 

Mr. TeNENBAUM. I probably did, could have. 

at HARMAN. What did he tell you? 

Mr. T ‘ENENBAUM. The gist of what I got about channel 36, about 
moving 2 out, was that if they wanted to move channel 36 into Spring- 
field it may 

The CuatrMAN. Move it into Springfield, yes. 

Mr. TenENBAUM. There were two reasons. One is this, Mr. Chair- 
man, that if 36 had been operating in St. Louis, that signal goes up 
toward the Springfield area and, conversely, if 36 was put in Spring- 
field that signal comes back here, so it has a viewing audience and also 
people that can receive that channel, so it would make sense, say, to 
do it. I think they said that at that time they were thinking of this 
move and were very interested and we even ask the engineering to be 
done on it and we wanted to see whether it could fit in there, “and it 
could, sir. 

The Cuarrman. All right. 

Mr. Mack. Mr. Chairman, I want to make certain that I under- 
stand this. 

Do I understand you to be telling this committee that you discussed 
this matter with the Commissioners and the Commissioners gave you 
all this information and discussed the problem so freely with you? 

Mr. Tenensaum. C ongressman Mack, it is rulemaking : and I think 
the Commission discussed these matters freely with anyone, not par- 
ticularly me. 

Mr. Mack. You were not trying to influence their decision at all? 

Mr. TenennAum. No, sir. I was very interested in it and I never 
thought I could ever influence a decision. This was a national prob- 
lem, Congressman Mack, if I may say. They were not just going to 
move channel 2 out of Springfield and move it into St. Louis, unless 
this national problem was resolved as a whole. 

Mr. Mack. As a matter of fact, I do not think that it was handled 
on a national basis or resolved as a whole at all, beacuse they decided 
to handle them on an individual basis. That is exactly what was hap- 
pening in the case of Springfield, Ill. 

Mr. TenenBAum. It was happening in the case of channel 8 out of 
Peoria and 13 others, and if they had decided the principle of deinter- 
mixture or not to try to save the UHF band, they would not have 
moved any of them, but they set out certain criteria of which Spring- 
field fitted particularly into it all. It was flat territory, eve rybody up 
there could get UHF, and it was a national problem. It was not just 
one that I could single out channel 2 to St. Louis. 

Mr. Mack. I think you are saying that that is the justification for 
moving channel 2 to St. Louis. They were handling this matter on 
an individual basis, Springfield and Joliet, and they were not plan- 
ning to move the V HF out of areas such as Chicago and replace it 
with UHF at all. 

Mr. Tenensaum. Let me say what they said they were trying to do. 
They were saying that if we are to have a national television system, 
because you could only get 600 VHF stations in the VHF band and 
you can get 1,400 UHF stations in the UHF band, and the UHF band 
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is 75 percent of the spectrum, and this is an asset that the Commis. 
sion, I would say, would be wasting, so that they said, “In order to 
save UHF to keep it alive where you can keep it, we are going to con- 
sider these 13 cases,” and then that would be for the short range. Then 
the long range was to consider maybe moving the whole country into 
UHF, and that is being considered at this time. 

Mr. Mack. They were particularly interested here in not saving 
UHF but saving Signal Hill Television, is that not correct? Did you 
not testify that you had already lost a million dollars on this UHF 
operation ? 

It seems to me that they are more interested in saving you than 
they were in saving UHF generally. 

Mr. Tenenpaum. Congressman Mack, I could not agree less with 
that statement. Iamsorry. I donot mean to be rude. I think that 
that is not the interpretation. 

Mr. Mack. I hope you will respect my opinion because it looks like 
all the testimony points in that direction. 

I have no further questions right now, Mr. Chairman. 

The Cuatrman. Mr. Tenenbaum, you talked about the general pol- 
icy statement on the UHF and VHF, which I recognize is of great 
importance, but apparently from the limited information we have 
on that problem so far it raises a serious question as to whose interest 
is being protected. 

Mr. Mack said something about you do not find them moving VHF 
out of places like Chicago. In view of what has been done and the 
consideration given every one of these moves, and then to put the 
VHF’s in the highly populated metropolitan areas of the country, 
trying to put the UHF’s then out into rural areas where they will 
have even a more difficult time in making it, if that is what you call 
in the public interest, I cannot see it. If we are going to try to make 
a policy that will benefit those who operate it, ignoring the best 
interests of the public itself, then you have brought up a real im- 
portant and very serious question which should be considered in 
connection with policy matters. 

I can think of some others where they are about to do it that I have 
knowledge of right now and in every one of them they move the UHF 
into the heavy population centers and UHF into the less populated 
areas. 

I cannot see but one thing and that is the result just like you are 
having in Springfield, and that is doing away with UHF. That is 
precisely what is happening because that has been what ?—2 years 
ago ?—and channel 36 is not on the air yet. 

Mr. Mack. And I believe it was the mayor and other officials in 
Springfield who testified before this committee that they did not 
think it would ever go on the air. If you call that preserving UHF, 
T do not know just what way it is preserved. 

Mr. TENENBAUM. May I try to answer that, sir? 

The Cuarrman. I am not asking you to answer a problem that is 
a policy problem with the Commission, but you have brought it up 
trying to explain your actions here and I did not want the record to 
leave the impression that this was being done in the interest of the 
public. 
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I agree with what Mr. Mack said. Apparently it is in the interest 
of who is going to operate these stations. 

Mr. TeNENBAUM. You have one of the finest pieces of information 
on this in your Celler report, at the Celler hearings. It is just as fine 
a piece of work and as lucid as you can possibly have. They held 
hearings and I understood they took 3,800 pages of testimony. I 
could say to Mr. Mack that it is my honest conviction that if channel 2 
came into Springfield, and I am not trying to localize this, because 
this is a national question, but it happens to be the truth—we were 
four stations in St. Louis. We had three UHF and one V at the 
same time. To went off the air, and so we had less service in 1958 
than we had in 1953. 

In your area, because you cannot think of it as Springfield alone— 

Mr. Mack. No, you are right, because when you get a VHF station 
in Springfield they will be able to hear it and see the programs at 
least 50 miles away, and presently with the UHF station it has a 
limitation of about 25 miles. 

Mr. TeNENBAUM. No, sir. I won’t argue. 

Mr. Mack. I happen to live 40 miles from Springfield and I cannot 
get the Springfield television station. ; 

Mr. TENENBAUM. I'll tell you why and I will tell you that is going 
to be corrected, because an operator in Springfield has a 1-kilowatt 
transmitter and he knew that he would have to go off the air if chan- 
nel 2 came in and he is now building a higher tower and going to 
950,000 watts. What would happen in Springfield, in my humble 
opinion, if you want me to say it, is this, that 2 comes in. It smothers 
the UHF station from Decatur, which is there. It would smother 
the present UHF station. 

Mr. Mack. It would also be in competition with your stations op- 
“a in St. Louis and the VHF station operating in Champaign, 

Mr. TENENBAUM. Yes, sir; but what would happen would be this, 
that you would have one big station or one VHF station but the ABC 
programs that come into Springfield from Decatur, there won’t be a 
station to bring those into Springfield. The present station won’t be 
there. 

In the case of Peoria, where they took channel 8 out, they have three 
stations there now. One was just built, and you would never have 
effective competition. Your local citizens would never be able to get on 
television unless you brought equal service into your area. You have 
equal service there. It can be as competitive as the market can stand 
and one day, in my opinion, you will have a channel 36 there and your 
local man can get on, but you have every network. What your peo- 

le in Springfield, Congressman Mack, would do, would be complain 

ecause when you turn on a station where you get a hundred percent 

of the sets than can receive that signal, the people turn that on and 
they look for programs. They don’t care whether it is UHF or VHF, 
but the minute that that big station comes in and they would look for 
shows that were smothered out, then I think they would complain. 

Mr. Mack. I can only agree with you to this extent, and that is that 
I think Springfield, Ill., and any other city that finds itself in the 
same position it is in today will eventually have equitable treatment 
as far as the broadcasting is concerned. It is provided in the basic 
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law. Therefore, I think that under the circumstances channel 2 will] 
be returned to Springfield. 

Mr. Tenenpaum. I did not try to be argumentative. I hope you 
understand that. 

The CuHarrMAn. Would it be convenient for you to be back here to. 
morrow afternoon at 2 o’clock? 

Mr. TenenBAum. If you say so we will be here. 

The Cuarrman. Mr. Clifford? 

Mr. Cuirrorp. Yes. Both Mr. Tenenbaum and Mr. Peltason have 
their homes in St. Louis, but they are here for this purpose and they 
are here at the convenience of the committee. 

The CHamman. We are caught in a terrific program here. It 
does not seem like it would be worth while to undertake anything this 
afternoon. 

In the morning, I have a full committee executive session on im- 
portant legislation. I cannot call that off. 

I do not want to set this over until later in the week or the early 
part of next week because you would, of course have to come back, 


and we want to get this information on the record and get this matter | 


cleared out. 
With that understanding, the committee will adjourn this phase of 
the hearing until 2 o’clock tomorrow afternoon. 


We will have a 10 o’clock meeting in the morning at which Miss | 


Paperman of Boston will be here to furnish information this com- 
mittee has requested. 

We will have you back, then, tomorrow afternoon. 

Mr. TenensAum. Thank you. 

The Cuatrrman. The committee will adjourn. 

(Whereupon, at 12:20 p.m., the hearing was adjourned until 10 
a.m., Tuesday, June 10, 1958.) 
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INVESTIGATION OF REGULATORY COMMISSIONS AND 
AGENCIES 


TUESDAY, JUNE 10, 1958 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 
OF THE COMMITTEE ON INTERSTATE AND ForREIGN COMMERCE, 
Washington, D.C. 

The special subcommittee met, pursuant to recess, at 10 a.m., in the 
caucus room, Old House Office Building, Hon. Oren Harris (chairman 
of the subcommittee) presiding. 

Present : Representatives Harris, Williams, O’Hara, and Wolverton. 

Also present: Robert W. Lishman, counsel to the subcommittee; 
Francis X. McLaughlin, subcommittee attorney; Joseph P. O’Hara, 
subcommittee investigator; Stuart C. Ross, consultant; Herman C. 
Beasley, subcommittee clerk; and Joseph T. Conlon, subcommittee 
attorney. 

The Cnarrman. The committee will come to order. 

Miss Mildred Paperman. 

Will you hold up your right hand and be sworn. 

Do you solemnly swear the testimony you give to this committee 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 


TESTIMONY OF MILDRED PAPERMAN, TREASURER, BOSTON PORT 
DEVELOPMENT CO., BOSTON, MASS.; ACCOMPANIED BY ROGER 
ROBB, ATTORNEY AT LAW, WASHINGTON, D.C., AND SAMUEL P. 
SEARS, ATTORNEY AT LAW, BOSTON, MASS. 


Miss Parerman. I do. 

The CHatrmMan. You may havea seat. 

I observe, obviously, that you have counsel with you. 

Mr. Ross. May I introduce myself, Mr. Chairman ? 

The CHamman. Will you, for the record ? 

Mr. Ross. Yes, sir. 

My name is Roger Robb of the Washington, D.C., bar, and with 
me is Mr. Samuel P. Sears of the Boston bar. 

Mr. Chairman, might I at the outset make a very brief request of 
the committee ? 

The Cuarman. I think at the outset we better state the purpose of 
this meeting this morning. 

Mr. Ropgs. Yes, sir. 

The Cuarrman. I have before me here a return of the subpena by 
the U.S. marshal from Boston, which is the purpose of the meeting 
this morning and which will be included in the record at this point. 
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(The document is as follows:) 


By AUTHORITY OF THE HOUSE OF REPRESENTATIVES OF THE CONGRESS OF THE UNITE 
STATES OF AMERICA 






U.S. marshal for the district of Massachusetts: 


You are hereby commanded to summon Mildred Paperman, of 35 Kneelanj 
Street, Boston, Mass., to be and appear before the Special Subcommittee q 
Legislative Oversight (vested under authority of H. Res. 99, 83d Cong.) of the 
Interstate and Foreign Commerce Committee of the House of Representatives 
of the United States, of which committee and subcommittee Hon. Oren Harris jg 
chairman, and to bring with her (1) for the period January 1, 1950, to present 
all books of accounts, records, vouchers, canceled checks, check stubs, correspond. 
ence, invoices, communications, records, and writings of every description relating 
to receipts and disbursements and/or microfilm or other copies thereof of the 
foregoing, pertaining to any and all accounts in which Bernard Goldfine, her 
employer, has or had any right, title, or interest, including, but not limited to, 
expenditures made in behalf of all officials, employees, or representatives of the 
executive, legislative, and judicial branches of the Federal and State Govern. 
ments, and (2) all records, writings, correspondence, stock certificates, receipts, 
copies of brokers’ orders, or any other writings pertaining to the ownership, direct 
or indirect, legally or beneficially, from January 1, 1925, to the present in any stock 
shares or securities of the East Boston Co. or the Boston Port Development Co, 
by Bernard Goldfine, Charlotte Goldfine, or any of their issue, or by any of the 
business entities in which they have any right, title, or interest, in their chamber 
in the city of Washington, on June 10, 1958, at the hour of 10 a.m., room 1334, 
New House Office Building, Washington, D.C., then and there to testify touching 
matters of inquiry committed to said subcommittee; and she is not to depart with- 
out leave of said subcommittee. 

Herein fail not, and make return of this summons. 

Witness my hand and the seal of the House of Representatives of the United 
States, at the city of Washington, this 6th day of June 1958. 

OREN Harris, Chairman, 

Attest: 


RawtepH R. Roserts, Clerk. 
[Endorsement] 


I a da ce ela mace cal ge as dace 
before the Committee on the 
United States of America, 
District of Massachusetts, ss 
Served Mildred Paperman with the original of this subpena at 12:25 p.m. on 
June 6, 1958, at legislative hearing room, 15th floor U.S.P.0. and Courthouse 
Building, at Boston, in said district, in hand. 


RALPH W. GRAY, 
U.S. Marshal. 

The CuHarrman. Mr. Lishman, you may state, for the record, any 
further purpose in explanation of the meeting this morning, which 1s 
to receive information requested in the subpena. 

Mr. Lisuman. Mr. Chairman, I would rather defer any statement! 
make until we find out whether the subpena has been complied with. 

The CuHarrmMan. You are familiar, of course, with the subpena, are 
you not, Miss Paperman ? 

Miss ParerMan. Yes, I am. 

The Cuarrman. You have come here at the request of the subpena 
which was served upon you by the marshal ? 

Miss Parerman. That’s right. 

The Cuarman. Mr. Robb, you may make whatever statement you 
care to. 

Mr. Ross. Mr. Chairman, I wish very respectfully to invite the 
attention of the committee to rule 11, section 735(m) of the Rules of 
the House, which provides that if a committee determines that evi- 
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dence or testimony at a hearing may tend to defame, degrade or in- 
criminate any person, that committee shall—and I emphasize the 
word “shall”—take such evidence or testimony in executive session. 

I respectfully suggest to the Chair and the committee that the events 
of last week in Boston demonstrate that this is a case in which that 
rule ought to be applied. I respectfully move the committee to do so. 

Mr. Wriu1aMs. Mr. Chairman ? 

The Cuarman. Mr. Williams. 

Mr. Wruu1aMs. Rule 11, that has been quoted, has been quoted cor- 
rectly with respect to defaming, degrading or incriminating any 

erson. 

Nothing that transpired in the Boston hearings was intended by the 
committee, and nothing happened, which would directly or indirectly 
tend to defame, degrade or incriminate any person or persons. ‘There 
is nothing in the testimony that can be taken as tending to defame, 
degrade or incriminate any person. The committee simply went up 
to seek certain records, records which the committee believes to be 
relevant to the purpose of this investigation. 

I personally do not feel that rule 11 would be applicable in this 
case. 

The Cuarrman. Mr. Robb, in the first place, you seem to base your 
request here on what happened at Boston last week. I think we might 
as well get the record straight on this proceeding here and the facts to 
start with in order that we can determine the proper procedure. 

This committee has had staff members in Boston looking into these 
matters with reference to the administration of the laws of the Federal 
Communications Commission in connection with channel 5, the Fed- 
eral Trade Commission in connection with the matter of proceedings 
before it, and the Securities and Exchange Commission in connection 
with matters over a long period of time before it. 

There have been some accusations of the staff as to what it has 
done or failed to do, and I happen to know personally what the staff 
has been doing and what it has been trying to do, and I do not sub- 
scribe to the accusations that have been made. 

I think the record ought to show that this staff has been carrying 
out instructions with which I, as chairman of the committee, am fa- 
miliar, and some other members also. 

That is No. 1. 

No. 2, I think it should also be made very clear that the staff has 
been under instructions to get information that is pertinent to this 
investigation and to the authority and responsibility of this com- 
mittee. The staff has undertaken to get this information. The staff 
has also been under instructions to follow through with the informa- 
tion and reports it has had in order to determine whether or not such 
reports and information which it has are true. 

It is the duty of our staff and this committee to endeavor to get all 
information, and then to determine whether or not it is pertinent to 
this investigation, carrying out the investigation from reports it has 
received. 

The staff has endeavored to get those involved to cooperate in this, 
and there was nothing included and turned loose and reported in the 
Newspapers in connection with any of this matter except general 
matters until those involved required this committee, by subpena, to 
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exact from those involved the information that it feels it is entitled 
to have. 

Because of that lack of cooperation, it was necessary for members 
of this committee to go to Boston in order to obtain information that 
the committee is entitled to have. Therefore, the committee does not 
feel that your reference to what happened in Boston last week is suffi- 
cient entitlement to your request here at the moment. 

On the other hand, with respect to the matters relating to the sub. 
pena here, which the committee has requested and which the com- 
mittee feels that it should have, with the information and explanation 
of the facts that we have, we feel it is as much our duty and respon- 
sibility to find out if records are untrue as it is if they are true, be- 
cause what we are after are facts, and if we could have a little better 
cooperation of those involved I think we could eliminate some of the 
problems that have arisen here this morning. 

If you feel that the information which is requested here by this 
subpena and which will be discussed in the committee would tend 
to in any way defame, degrade or incriminate any person, then it is 
my duty as chairman to present this to the committee for its con- 
sideration, as to whether or not it will be taken in executive session. 

Mr. Rogs. That is my request, Mr. Chairman, respectfully. 

The CuHarrmMan. You do state here, now, that such information, 
which has been requested and required to be brought to this committee 
by this subpena, if given to the committee, would tend to defame, de- 
grade or incriminate some person? Do you feel that is true? 

Mr. Ross. I base this request, Mr. Chairman, not only upon the 
information but upon the course of the hearings as I observed them in 
Boston. 

The only way I know to predict the future is to look at the past. 

The CHamman. The Chair has already ruled on that, but the 
Chair is asking you the question now, Do you feel that any informa- 
tion that might ‘be given in a public hearing in connection with this 
matter might tend to defame, degrade, or incriminate some person? 

Mr. Ross. My opinion is, Mr. Chairman, that the way such infor- 
mation might well be used would tend to defame or degrade my 
clients and other persons. 

The Cuarrman. On that basis the Chair will be glad to entertain 
the request, and, consequently, we will ask the committee to meet at 
1:30 this afternoon. 

Mr. Wotverton. Mr. Chairman, may I ask a question or two of the 
counsel ? 

The CuarrMan. Yes. 

Mr. Wotverton. This rule to which you have referred says th: oo any 
person who you have in mind might be defamed, degraded, in- 
criminated by any testimony that might be given today? 

Mr. Ross. Let me make one thing crystal clear, Mr. Wolverton. 
: do not contend that this information would incriminate anybody. 

I do submit that it may well defame or degrade certain persons be- 
cause of the way it might be handled. 

The persons I specifically have in mind are the witness, Miss 
Paperman, and her employer, Mr. Bernard Goldfine. Those are the 
only persons for whom I have a right to speak. 
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Mr. Wotverton. With respect to the witness who is present to- 
day, Miss Paperman, you do not contend that anything that she may 
be asked or may testify to would defame, degrade, or incriminate 
her ? 

Mr. Rosse. I think it might well tend to defame or degrade her, yes, 
sir, because of the way it might be handled. 

Mr. Wotverron. Would you state in a general way what evidence 
you have in mind that would have that effect? I am sitting on this 
committee; I do not know what the evidence is, and I therefore am 
unable to judge whether it would defame, degrade, or incriminate 
any person, not knowing what the testimony will be. Evidently you 
do know because you made that statment. 

Mr. Ross. I can state one thing specifically, Mr. Wolverton. 

The subpena requires the witness to produce all records and so 
forth having to do with “expenditures made in behalf of all officials, 
employees, or representatives of the executive, legislative, and judicial 
branches of the Federal and State governments.” 

As the Congressman recalls, in Boston there was a statement made 
by counsel for the committee indicating that he contended there had 
been some corruption in that connection because one of Mr. Goldfine’s 
companies had paid a hotel bill or paid for a room or rooms occupied 
by certain Members of Congress or the Senate and by Gov. Sherman 
Adams. 

I think that statement made in Boston certainly tended to defame 
or degrade Mr. Goldfine and Miss Paperman. And, since we have 
here a subpena asking for those records, I anticipate similar state- 
ments and wild accusations might be made here. I think, if that is 
going to be done, it ought to be done in executive session. 

The Cuarrman. May I see the record ? 

You refer to what statement ? 

Mr. Ross. I think I could put my finger on it if the chairman 
would let me see it. It is the afternoon of the first day, and the open- 
ing statement, too. I have the opening statement. 

The Cuatrrman. Was it on the 6th? 

Mr. Ross. It was the first day, Mr. Chairman. I think it was on 
Thursday, Mr. Chairman. This seems to be Friday’s, I think. 

The CHarrmMan. We do not seem to have a copy up here. 

Mr. Ross. I can refer to the statement, which stated this: 

“Certain decisions reached and actions taken by the Federal Trade Commis- 
sion and by the Securities and Exchange Commission appear from factual in- 
formation in the files of the subcommittee to have been predicated upon mal- 
administration, inefficiency, and possibly even corruption. Some authenticated 
information in the files of the subcommittee indicates that these Commissions 
have been subjected to ex parte pressures by high Government officials in re- 
spect of the East Boston Co., the Boston Port Development Co., Northfield 
Mills, Inc., Strathmore Woolen Co.— 
and so forth. 

There is evidence that certain high Federal officials have enjoyed, from the 
principal owner of such companies, unusually lavish and expensive hospitality. 
The subcommittee also has evidence that these high Federal officials received 
favors which would transgress the bounds of hospitality construed in the most 
lavish sense of the word. In some instances enforcement proceedings brought 
by the Federal agencies against certain of these companies have been with- 
drawn or watered down. 
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Then, tied up with that, Mr. Chairman, on Thursday, when I made 
an inquiry as to the pertinency of questions about certain checks, 
counsel stated, as I recall, that one of Mr. Goldfine’s companies had 
paid bills for Gov. Sherman Adams at a hotel in Boston, clear im- 
plication or insinuation, Mr. Chairman, that was at some time in some 
way intended to influence or corrupt Gov. Sherman Adams. 

The Cuarrman. You can place your interpretation on what was 
said, but the facts speak for themselves. I think that the committee 
will develop all these facts to determine whether or not your inter. 
pretation is the correct one or if the facts speak themselves. You 
place that interpretation on this yourself. 

All this committee is after and all Mr. Lishman was doing was 
simply stating facts. We, of course, certainly want to comply with 
the rules of the House, and will comply with them. That is our duty 
and responsibility, and, as chairman, I must so rule in connection 
with these decisions. 

Mr. O’Hara. 

Mr. O’Hara. Mr. Robb, is it your claim that the present witness 
would be involved if she was acting merely under the instructions 
of her employer, Mr. Goldfine, or that involved in her actions would 
be a defamation of her character ? 

Mr. Ross. I think so; yes, sir. Certainly Mr. Goldfine is involved 
in any such charges as we heard in Boston. 

My only suggestion, gentlemen, is this: 

If you are going to do these things, please let’s do them in private 
so we can get these things thrashed out without having a lot of stuff 
in the newspapers which afterward blows up and proves not to be 
true. 

I might say, Mr. Chairman, at this point that nobody has asked us 
these things in private, and nobody has asked Governor Adams about 
these matters in private. But we get this statement made in a public 
hearing which smears them both. We don’t think that is fair, with all 
respect. 

Mr. Wotverton. Mr. Chairman, what I am interested in ascertain- 
ing is for whom counsel speaks. 

Mr. Ross. I speak for Miss Paperman, and Mr. Goldfine, who is 
also my client. 

Mr. Wotverton. You made reference to Gov. Sherman Adams. 
Do you represent him? 

Mr. Ross. No, sir; I donot. But any smear upon Governor Adams 
involving my client inevitably smears my clients, too. 

Mr. Wotverton. Who are your clients? 

Mr. Ross. Miss Paperman and Mr. Goldfine. 

Mr. Wotverton. That is all? 

Mr. Ross. At this time, sir. I always welcome more. 

Mr. Wotverton. I assume you are of the opinion that the efficiency 
you may show in representing those who have been mentioned may 
bring additional representations to you. Is that right ? 

The Cuatrman. The committee will meet at 1:30 this afternoon to 
determine this request. 

Mr. Lishman ? 

Mr. Lisuman. I would like to add a brief statement. 
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For some weeks the staff of the subcommittee, as the members know, 
attempted to work out an arrangement with the Pilgrim Bank in 
Boston whereby members of the staff, in cooperation with bank offi- 
cials, would obtain pertinent information from the bank’s records. 

The bank was under a subpena. In answer to this subpena, there 
came to Washington its vice president and counsel and another bank 
official, and they “brought with them two very large ledgers containing 

material which the committee desired. We could have insisted that 
these bank records be left here in Washington for examination by 
the committee staff to weed out the pertinent information which is 
necessary for the purpose of this investigation. 

The bank officials and counsel stated that it would disrupt the busi- 
ness of the bank if it were handled that way. They gave us a letter 
in which they agreed that if we would allow them to bri ing the books 
back to Boston on the very same day, they would immediately com- 
pile the pertinent infor mation for us and then permit the committee 
staff members to go on the bank premises and verify whether or not 
the information furnished by the bank itself was correct, complete, 
and accurate. 

This proceeding was arranged not only to accommodate the bank 
in its business but also to preserve in confidence the material the com- 
mittee desired until, at the appropriate time in the context of its in- 
vestigation of the three Federal agencies involved, it would become 
necessary to make public such information. 

After we had made this arrangement with the bank, we were in- 
formed by the bank officials that Mr. Goldfine had come to the bank, 
threatened them with loss of business and a possible lawsuit, and they 
could not live up to this cooperative arrangement which was designed 
to preserve the privacy of these records until it was necessary to pre- 
sent them in a public hearing. 

When we were faced with this situation, the committee had no al- 
ternative but to request that these records be supplied. 

In the proceedings in Boston we were met continuously with the 
refusals to answer on the grounds that the information we sought 
was not relevant. 

We submit that with regard to the SEC it was a period of nearly 8 
years in which two of the companies involved filed no annual reports 
with the Commission, although the company was a registered 
company. 

Whether this failure of the Commission to have these reports pes 
was due to an oversight on their part or a deficiency in the law, 
possibly outside, improper pressure is one of the facets of releveneg y 
concerning which we desire these records. 

I submit that this entire situation would never have arisen if the 
bank had been permitted by Mr. Goldfine to live up to its arrange- 
ment with the committee whereby the privacy of these records would 
have been preserved. 

Mr. Ross. Mr. Chairman, might I say one more thing. 

In the interest of time—since the Chair has indicated he is going 
to have a meeting of the committee—for the record, sir, I would 
like to move the committee respectively now to quash and withdraw 
the subpena served upon Miss Paperman, upon the grounds that the 
pertinency of the matters inquired into by the subpena does not ap- 
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pear, that the terms of the subpena are unreasonably broad in scope, 
so that it is, in effect, a search warrant; that the subpena violates the 
fourth amendment of the Constitution of the United States and j is 
an effort on the part of the staff of the committee to examine into the 
business and personal career of Mr. Goldfine and his family for a 
period of some 33 years. 

We have prepared, Mr. Chairman, a brief on the subject. I am 
sorry it couldn’t be more formal. I was on Cape Cod yesterday and 
drove back here for these hearings, so I h: wen't had much time. But 
I would like, if I might, to hand this to the Chair. 

The Cuarman. I will be glad to receive it for the benefit of the 
committee and then determine whether or not it should go in the 
record. 

Mr. Ross. Yes, sir. I do this at this time to save time, because I 
know you want to take that up, too. 

The Cuarman. Yes. 

(The brief referred to follows :) 


MEMORANDUM IN SUPPORT OF MOTION TO WITHDRAW THE SUBPENA DATED JUNE 6, 
1958, DIRECTED TO Miss MILDRED PAPERMAN OF 35 KNEELAND STREET, Boston, 
Mass. 


On June 6, 1958, the chairman of the Special Subcommittee on Legislative 
Oversight issued a subpena directing Miss Mildred Paperman to appear on June 
10, 1958, at 10 a.m., before the Special Subcommittee on Legislative Oversight 
of the Interstate and Foreign Commerce Committee of the House of Representa- 
tives of the United States and to bring with her: (1) For the period January 1, 
1950, to present all books of accounts, records, vouchers, canceled checks, check 
stubs, correspondence, invoices, communications, records, and writings of every 
description relating to receipts and disbursements and/or microfilm or other 
copies thereof of the foregoing, pertaining to any and all accounts in which 
Bernard Goldfine, her employer, has or had any right, title, or interest, including, 
but not limited to, expenditures made in behalf of all officials, employees, or 
representatives of the executive, legislative, and judicial branches of the Federal 
and State Governments; and (2) all records, writings, correspondence, stock 
certificates, receipts, copies of brokers’ orders or any other writings pertaining 
to the ownership, direct or indirect, legally or beneficially, from January 1, 1925, 
to the present in any stock shares or securities of the East Boston Co. or the 
Boston Port Development Co. by Bernard Goldfine, Charlotte Goldfine, or any 
of their issue, or by any of the business entities in which they have any right, 
title, or interest. 

In effect, this subpena requires the production of (1) all records relating to 
receipts and disbursements pertaining to all accounts in which Mr. Bernard 
Goldfine has an interest or had an interest from 1950 to the present date and 
more specifically all records of expenditures made in behalf of all officials, 
employees, or representatives of the Federal and State Governments; and (2) 
all records from 1925 to the present disclosing ownership in the East Boston Co. 
or the Boston Port Development Co. of Mr. Bernard Goldfine, his wife, children, 
or entities in which they have an interest. 

The function of the Special Subcommittee on Legislative Oversight was stated 
in its report to be: “To examine the execution of the laws by the administrative 
agencies administering laws within the legislative jurisdiction of the committee, 
to see whether or not the law as the Congress intended in its enactment has been 
and is being carried out or whether it has been and is being repealed or revamped 
by those who administer it (85th Cong., 2d sess., H. Rept. 1602) .”’ 

With the proper functions of the committee in mind, it is clear that the sub- 
pena is objectionable for the following reasons: 

1. The pertinency to proper legislative inquiry of the specific records demanded 
has not been stated by the committee ; 

2. The terms of the subpena are entirely unreasonable and impose a financial 
and practical burden upon Miss Paperman. A vast volume of documents must 
be produced in Washington, D.C., within 3 days after the service of the subpena. 
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To collect and transport the mass of material requested would require weeks of 
intensive effort on the part of many people, and to comply with the terms of this 
subpena is impossible ; 

3. The subpena is in complete violation of the fourth amendment to the Consti- 
tution of the United States and U.S. Supreme Court cases defining the subpena 

wers of congressional committees ; 

4. The subpena is an obvious effort on the part of the committee staff to 
examine, without reason, the entire business career of Mr. Bernard Goldfine and 
his family for a period of 33 years. 

The subpena is a patent violation of the terms of the fourth amendment, which 
states : 

“The right of the people to be secure in their persons, houses, papers, and 
effects, against unreasonable searches and seizures, shall not be violated, and 
no warrants shall issue, but upon probable cause, supported by oath or affirma- 
tion, and particularly describing the place to be searched, and the persons or 
things to be seized.” 

In Watkins v. United States, 354 U.S. 178, 1 L. ed. 2d 1273, 77 S. Ct. 1173, the 
Supreme Court said (1 L. ed. 2d 1299) : 

“Unless the subject matter has been made to appear with undisputable clarity, 
it is the duty of the investigative body, upon objection of the witness on grounds 
of pertinency, to state for the record the subject under inquiry at that time and 
the manner in which the propounded questions are pertinent thereto. To be 
meaningful, the explanation must describe what the topic under inquiry is and 
the connective reasoning whereby the precise questions asked relate to it.” 

Assuming that the committee has clearly stated the subject under investigation 
they have failed to disclose how the records demanded by the subpena are 
pertinent to the stated purpose. This objection goes to the entire subpena, how- 
ever, it would appear that one portion of the subpena is probably valid. That 
is the portion relating to expenditures made in behalf of all officials, employees 
or representatives of the Federal Government. Although there could be some 
confusion as to what is meant by ‘‘expenditures made in behalf of,” this phrase 
would seem to mean expenditures not ‘“‘made to” but for the “benefit of” Federal 
officials. This disclosure would lead to information which might establish the 
exertion of influence upon Federal officials to act in the interest of Mr. Goldfine 
and others. 

Again, unless the committee indicates how the disclosure of expenditures 
on behalf of State officials is pertinent to the stated purpose of the committee this 
portion of the subpena would seem to be invalid. 

To require the production of records recited in the subpena is clearly beyond 
the limits of the investigative powers of the committee for in the present state 
of the record the production of these papers is simply an investigation into the 
personal affairs of several citizens. 

In Kilbourn v. Thompson (103 U.S. 168, 26 L. Ed. 377), the Supreme Court 
held that the House of Representatives has no power to investigate the personal 
affairs of a citizen unless it is incident to valid legislative functions and there- 
fore had no authority to imprison for contempt for refusal to produce docu- 
ments demanded in a subpena duces tecum issued in such an investigation. In 
the Kilbourn case the House was investigating Jay Cooke & Co., a creditor 
of the United States, and a so-called real estate pool which had dissipated 
public moneys. The court said (26 L. Ed. 387) : 

“In looking to the preamble and resolution under which the committee acted, 
before which Mr. Kilbourn refused to testify, we are of opinion that the House 
of Representatives not only exceeded the limit of its own authority, but as- 
sumed a power which could only be properly exercised by another branch of the 
Government, because the power was in its nature clearly judicial.” 

In McGrain v. Daugherty (273 U.S. 135, 47 S. Ct. 319, 71 L. Ed. 580), the Su- 
preme Court, after reviewing the case law on the investigatory power of Con- 
gress, announced two propositions (71 L. Ed. 580) : 

“One, that the two Houses of Congress, in their separate relations, possess 
not only such powers as are expressly granted to them by the Constitution, but 
such auxiliary powers as are necessary and appropriate to make the express 
powers effective; and, the other that neither House is invested with ‘general’ 
power to inquire into private affairs and compel disclosures, but only with such 
limited power of inquiry as is shown to exist when the rule of constitutional 
interpretation just stated is rightly applied” ; 
and further the Court said: 
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“* * * a witness rightfully may refuse to answer where the bounds of the 
power are exceeded or the questions are not pertinent to the matter under 
inquiry.” 

The most important case on this subject prior to the Watkins case, supra, 
is Sinclair v. United States (279 U.S. 2638, 49 S. Ct. 268, 73 L.Ed. 692). In 
the Sinclair case, the Supreme Court reviewed the rights of the private citizen 
to be free from congressional invasion into their private affairs and the 
powers of Congress to investigate in aid of its legislative function. During 
the course of its opinion, the Court said (73 L.Ed. 697) : 

“It has always been recognized in this country, and it is well to remember, 
that few, if any, of the rights of the people guarded by fundamental law 
are of greater importance to their happiness and safety than the right to be 
exempt from all unauthorized, arbitrary or unreasonable inquiries and dis. 
closures in respect of their personal and private affairs.” 

See also Federal Trade Commission v. American Tobacco Co. (264 US. 
298, 68 L.Ed. 696). 

SUMMARY 


Mr. Bernard Goldfine, Charlotte Goldfine, the members of their family, 
fast Boston Co., and Boston Port Development Co., as citizens, have the right 
to be free of unreasonable searches and inquiries into their private business 
life. The committee has the right to conduct an investigation, issue sub- 
penas, and compel testimony in aid of its legislative function. However, the 
Watkins case requires that the committee, before compelling a witness to 
testify or produce records, must clearly state the pertinency of its inquiry to 
the subject matter under investigation. This the committee has not done. 
The subpena is so broad that nothing in the record demonstrates the pertinency 
of the records in question to proper legislative inquiry. 

Congress has no general power to inquire into the personal, business or 
financial affairs of citizens and to compel disclosures, but only such limited 
powers as are necessary and appropriate to its express power, i.e., to legis- 
late. Under the circumstances of this case it would appear that the com- 
mittee has the power to investigate any efforts to influence the decisions of 
the various administrative agencies, but must demonstrate the pertinency 
of these records. 

The subpena on its face, with the exception of the inquiry concerning ex- 
penditures on behalf of Federal officials, is not pertinent to the subject matter 
of the committee’s investigation. 

Respectfully submitted. 

RoGeER Ross, 
KENNETH WELLS PARKINSON, 
Attorneys for Miss Mildred Paperman. 

The Cuarrman. The Chair will be compelled to state at this 
moment that the request for withdrawing the subpena will have 
to be determined. The Chair feels that the subpena has been care- 
fully drawn in compliance with the authority of this committee 
as given to it by the House of Representatives under House Resolu- 
tion 99. And I would also comment further that the committee re- 
grets the attitude that apparently has been assumed by those that 
we had hoped to have better cooperation from in matters of this 
kind. 

It is the purpose of this committee to approach these problems 
in a very fair and just and equitable manner. It is our purpose 
to do justice to everyone, but at the same time we must be firm in 
our resolution to obtain information that is pertinent to this whole 
investigation, which the committee is entitled to have. 

I repeat that the committee has received a great deal of informa- 
tion which has not been made public, some, of course, which the 
committee would not use in connection with this investigation be- 
cause of the irrelevancy of it; some it will use. 
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I subscribe to the statement that has already been made: if we 
would have had that kind of cooperation I think we could have 
saved a great deal of trouble and difficulty which we are experi- 
encing right now. Obviously, this is going to mean that we will 
very likely have to develop and go immediately into those matters 
of the Federal Trade Commission and Securities and Exchange 
Commission. 

It was my hope that we could conclude the channel 5 problem and 
the Federal Communications Commission because I am very anxious 
to move on with that problem to a final conclusion in the hope that 
we can get some legislation along the lines recommended by the 
committee this year. However, obviously, Mr. Robb, we are, due 
to the turn of events, going to be required to go immediately into 
these matters involved here in order to dev elop. fully the relevancy 
as well as the pertinency of it. The committee will, therefore, ad- 
journ until 1:30 this afternoon, to meet in room 1334. That is our 
regular committee room. And it is hoped that you and Miss Paper- 
man can be available just in case the committee wants to talk with you 
further about the request that you have made of it. 

Mr. Ross. She will be in my office, sir. You can reach her through 
me at any time. 

The CHarrman. I think if you could have her here with you at 
1:30 

Mr. Ross. Yes, sir. Yes, indeed, we will be here. 

The CHatrman. At the regular committee room then. It may 
be that the committee, in the determination of this request of yours, 
would want to ask some further questions of you and Miss Paperman 
about your request. 

Mr. Ross. Very well, sir. 

The Cuarrman. Before the committee is recessed, may I inquire 
if Mr. Edward O. Proctor is here? 

Mr. Sears. I haven’t seen him, Mr. Chairman. 

The CuarrMan. The committee will recess until 1:30 in room 1334, 
at which time, Miss Paperman, you will be there. 

Mr. Sears. Mr. Chairman, may I ask, because I want to return to 
Boston as soon as I can, will there be any testimony this afternoon? 

The CHarmman. We will not know until we have a meeting and 
see what the committee’s attitude is on the request. 

Mr. Sears. So there may be some testimony ? 

The CHarrMan. It could very well be. 

(Whereupon, at 10:45 a.m., the committee was recessed, to recon- 
vene in room 1334, Old House Office Building, at 1:30 p.m., this 
same day.) 





AFTERNOON SESSION 


The special subcommittee met, pursuant. to recess, at 2:20 p.m., in 
room 1334, House Office Building, Hon. Oren Harris (chairman of 
the subcommittee) presiding. 

Present: Representatives Harris, Williams, Mack, Moulder, Flynt, 
Moss, O’Hara, Wolverton. 

Also present: Robert W. Lishman, counsel to the subcommittee; 
Joseph 'T. Conlon, subcommittee attorney; Francis X. Me Laughlin, 
subcommittee attorney ; Joseph P. O'Hara, subcommittee investigator ; 
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Stephen J. Angland, attorney; Stuart C. Ross, consultant; and Her- 
man C. Beasley, subcommittee clerk. 

The Cramman. Mr. Reporter, will you read the proceedings of 
this meeting at the time it was called till the present time ? 

First, Mr. Moulder has a motion. 

Mr. Moutper. I move that all proceedings had in executive session 
be read by the reporter in open session. 

The Cuarrman. In accordance with rule 11, clause (0), page 367 
of the House of Representatives, it is stated that— 


No evidence or testimony taken in executive session may be released or used 
in public session without the consent of the committee. 


You have heard the motion by Mr. Moulder. Those in favor of the 
motion let it be known by saying aye; those opposed, no. 

The ayes have it, and it is so ordered. 

Now, Mr. Reporter, you may read the proceedings. 

( The record was read by the reporter, as follows:) 


The CHAIRMAN. Miss Paperman, will you take a seat right there at the wit- 
ness stand. 

Mr. Robb, the committee has considered your formal request to it this morn- 
ing that, in accordance with rule 11, clause (m), the matters be taken in execu- 
tive session. 

The committee is in no position to make a determination at this time as to 
whether such evidence or testimony may tend to defame, degrade, or incriminate 
any person. But the committee, because we do not know what all the facts are, 
has decided, in order to be eminently fair, that we would receive the informa- 
tion as requested today by the subpena in executive session, of course reminding 
you of the additional clause, clause (0). 

Mr. Mack. Mr. Chairman? 

The CHAIRMAN. Mr. Mack. 

Mr. Mack. Mr. Chairman, we are in executive session, and I do not think 
people here other than members of the committee and the staff should be pres- 
ent. 

The CHAIRMAN. Let the record show Miss Paperman is here with her attorney, 
Mr. Robb, and Mr. Sears. 

Mr. Ross. And Mr. Parkinson. 

The CHAIRMAN. Mr. Parkinson is of your office? 

Mr. Ross. Yes, sir. 

The CHAIRMAN. He is from Mr. Robb’s office. 

The members of the committee and four members of the staff are those who are 
present in the room at this time, and there is a quorum present. 

I remind you of clause (0) which is a part of the rules of the House. 

“No evidence of testimony taken in executive session may be released or used 
in public session without the consent of the committee.” 

Therefore, the committee would have the right under the rules to determine 
how such testimony or evidence may be used. 

With that explanation, would that meet your approval? 

Mr. Ross. Very good, sir. 

The CHAIRMAN. If that is understood, we will proceed. 

Mr. Lishman. 

Mr. Ross. Mr. Chairman, I wonder if the little brief that we handed the chair- 
man in the morning session might be made a part of the record, just for the 
record. We had some extra copies made during the noon recess. 

The CHAIRMAN. I was going to look over the brief during the time we were in 
recess, but we have been very busy in the committee since then, and I actually 
have not had an opportunity to look it over. Would you give copies to the 
members? 

Mr. Ross. Yes, sir. We have done so. 

The CHAIRMAN. Mr. Lishman, you may proceed. 

Mr. LisHMAN. Miss Paperman, have you brought with you the material called 
for in the subpena which was served upon you last Friday ? 

Miss PAPERMAN. No, I have not, and I would like to explain my reasons. 
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First, I am willing to produce and I will produce any document requested by 
the committee upon a showing that it is relevant to the committee’s inquiry. 

I believe it to be not only my right but my duty, however, to resist any subpena 
whose scope is so unreasonably broad that, in effect, it constitutes a search war- 
rant or writ of assistance authorizing your investigators to rummage at will 
through all the papers, records, and files in my custody. 

I am advised by my counsel that the subpena served upon me is such an unrea- 
sonably and illegally broad subpena that I must, therefore, respectfully decline 
to honor it except for that portion of the subpena asking for records relating to 
expenditures made in behalf of Federal officials, employees, or representatives. 

Second, even if I were willing to honor this unreasonable and illegal subpena, 
it would have been physically impossible for me to collect and produce the records 
demanded within the time allowed me. I have not had time to search for records 
relating to expenditures in behalf of Federal officials, but I will do so as soon as 
possible and produce them, if there are any. 

Mr. Moss. Is this in response to the reason the executive session was requested? 

The CHAIRMAN. The executive session was requested to take the testimony or 
evidence in executive session. Apparently the executive session has been requested 
for the purpose of advising that the subpena will not be honored. 

Is that true? 

Mr. Ross. Mr. Chairman, since I am the one who requested the executive ses- 
sion, I might say our experience in Boston demonstrated that such an answer 
as the witness has made produced statements and further questions by counsel, 
and so I was not so naive as to not anticipate that we would have such questions 
and statements following upon her statement. That is why I asked for the execu- 
tive session. 

Mr. Moutper. Mr. Chairman. 

The CHAIRMAN. Mr. Moulder. 

Mr. Moutper. On what date was the subpena served? 

Mr. LisHMAN. Friday, June 6. 

Miss PAPERMAN. Friday at 12:30. 

Mr. Moss. Is that the first subpena? Was there an earlier subpena issued for 
these records? 

Mr. LisHMAN. Not of this witness; no, sir. 

The CHAIRMAN. Mr. Moss. 

Mr. Moss. It seems to me if the only reason to have an executive session is not 
to receive testimony or evidence which was required by the subpena, but only to 
debate this question, it might as well be a public record and a public debate. 

Mr. MouLper. Mr. Chairman? 

The CHAIRMAN. Mr. Moulder. 

Mr. Movuwper. The witness has claimed insufficient time in order to prepare 
the documents requested by the subpena. 

Is that correct? 

Miss PAPERMAN. That's right. 

Mr. Moutper. I-—— 

Mr. WILLIAMS. Will the gentleman yield at this point? 

That is not the only ground upon which the witness bases her refusal to 
comply. 

Mr. Mourper. That is one of the grounds, I understand. 

Miss PAPERMAN. That is right. 

Mr. Moutper. May I inquire if you had had time would you have the records 
requested by the subpena? 

Miss PAPERMAN. Only those that would be relevant. 

Mr. Movu.per. Do you take the position that you are to determine whether or 
not they would be relevant or that the committee has that choice? 

Miss PAPERMAN. I have taken that up with counsel, and it is up to my counsel 
to advise me what they feel is relevant. 

Mr. Moutper. Mr. Chairman, may I move, inasmuch as the witness has claimed 
insufficient time in which to produce the documents, that the Chair order in the 
record the witness to produce the documents on a certain date as the chairman 
may determine to be reasonable, and that the witness be advised of the possible 
danger of being in contempt of Congress if she fails to comply with the order 
and direction by the chairman as provided by the subpena. 

The CHAIRMAN. You have heard the motion which Mr. Moulder has made. 


Would the gentleman indicate what he would consider to be a reasonable 
date? 
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Mr. Movutper. I do not know. Probably the witness could answer that ques- 
tion, Mr. Chairman. 

Miss PAPERMAN. Judging from the subpena, I mean with this information 
ealled for that goes back to 1925 or 1924, that would take an awful long time 
to look for records of that age. There are a great many companies involved 
and a lot of information asked for, and I couldn’t just get that out in 2 or 8 
days. It just wouldn’t be humanly possible. And even in connection with the 
expenses to look back 

The CHAIRMAN. Mr, Lishman, in carrying out the subpena request of this 
witness as to the information which this committee seeks that is relevant and 
pertinent to this investigation. Will you state for the record what the informa- 
tion is? 

Mr. Mack. Mr. Chairman, before this occurs, I see no point in having an 
executive session, and I would very strongly favor terminating the executive 
session. I am not prepared to offer it as a motion at this time, but I would 
favor terminating the executive session and opening it into a public hearing 
unless there is some valid reason why we should remain in executive session. 

Mr. Moss. I would agree with that, Mr. Chairman. 

Mr. O’Hara. I think it is quite obvious that this does not require an executive 
session. None of the records are here. She states that she has not brought the 
records. So why not have a public hearing? 

Mr. Moss. In view of the fact that we are in executive session, as a result of 
the motion I would move that the executive session be terminated and that the 
session be made open. 

The CHAIRMAN. Mr. Robb, do you have any comment you wish to make at this 
time? 

Mr. Ross. No, sir. We are in the hands of the committee, sir. 

The CHAIRMAN. You have heard the motion of Mr. Moss. Those in favor of 
the motion will let it be known by saying aye; those opposed, no. 

The ayes have it. The motion is agreed to. 

Mr. Clerk, you will so notify those who would seek admission. 


The CuHarrman. Mr. Lishman, you may proceed to make a state- 
ment as to the information requested in the subpena that is pertinent 
and relevant to this investigation. 

Mr. Lisuman. Mr. Chairman, I would like to excuse the witness 
temporarily, and have Mr. McLaughlin take the stand and testify 
in order to establish the overall general relevancy of this subpena 
to the jurisdiction of this committee. 

The Cuatrman. Miss Paperman, you may step aside for the time 
being. 

Mr. Lisuaman. The committee is charged with the responsibility 
of ascertaining whether or not the Securities and Exchange Commis- 
sion and the Federal Trade Commission, among others, are prop- 
erly administering the law in accordance with the intent of C ongress 
when these statutes were adopted. 

With respect to the East Boston Co. and the Boston Port Develop- 
ment Co., which public records show were owned or controlled by 
Mr. Bernard Goldfine, for more than an 8-year period reports of 
the registered companies were not filed with the SEC. Then in 1954, 
when proceedings were started to enforce the law against this com- 
pany, they were subsequently withdrawn on a stipulation. 

It is within the purview of this committee’s jurisdiction to ascertain 
whether, because of a defect in the law or otherwise, there should 
have been this 8-year period during which a registered company was 
not required to file financial and other reports with the SEC 

It is equally within the purview of this committee to ascertain why, 
in proceedings to enforce the Wool Labeling Act and other statutes 
by the Federal Trade Commission, these proceedings were apparently 
terminated by means of a consent cease-and-desist order which may 
or may not have been in the public interest. 
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Now, those are the overall grounds of relevancy to which the mate- 
ria subpenaed has been directed. 

It appears that throughout the years the man who owned and con- 
trolled these companies apparently has made it a practice to lavishly 
entertain various high public officials. We are not making any accu- 
sations, but we believe that the committee and the public is entitled 
to know the fraternization that went on between the man who con- 
rolled these companies and high public officials in view of the fact 
that these companies have been able to insulate themselves from the 
law for so many years. 

Mr. Moutper. Mr. Chairman, may I interrupt? 

You say the public is entitled to know. The Congress would be 
entitled to know in order to consider remedial legislation to pro- 
hibit and prevent the occurrence of the acts as you have mentioned 
in your statement. 

Mr. Lisuman. That is correct, sir. 

The Cuarrman. Mr. McLaughlin, will you be sworn? 

Do you solemnly swear the testimony you give to this committee 
to be the truth, the whole truth, and nothing but the truth, so help 
you God? 


TESTIMONY OF FRANCIS X. McLAUGHLIN, ATTORNEY, SUBCOM- 
MITTEE ON LEGISLATIVE OVERSIGHT—Resumed 


Mr. McLaveutin. I do. 

The CHarrman. Have a seat and state your name for the record. 

Mr. McLavuenurn. My name is Francis X. McLaughlin. I am an 
attorney with the staff of the Subcommittee on Legislative Oversight 
of the House of Representatives. 

The CuHatrmMan. You may proceed, Mr. Lishman. 

Mr. Lisuman. Mr. McLaughlin, I hand you a document and ask 
you to identify it and read it into the record. I will hand you two at 
once so you may read one after the other. 

Mr. McLaveuutn. The first document I will read is an attestation 
by the United States of America Securities and Exchange Commis- 
sion : 


I hereby attest that a diligent search has this day been made of the books and 
records of this Commission to determine what documents have been filed with 
this Commission by or on behalf of East Boston Co. for the fiscal years 1948 to 
1955, inclusive, pursuant to the provisions of section 13 of the Securities and 
Exchange Act of 1934, as amended, and the rules and regulations thereunder. 
Said books and records disclose that annual reports on form 10—-K were filed with 
this Commission on December 16, 1955, by East Boston Co. for the fiscal years 
ended March 31, 1948, to March 31, 1955, inclusive, which form 10-K also included 
financial statements for Boston Port Development Co. for the years ended De- 
cember 31, 1947, to December 31, 1954, inclusive. 

I further attest that the said books and records disclose that the documents 
entitled “East Boston Co. Adjusted Report as at March 31, 1955,” and “Boston 
Port Development Co. Adjusted Report as at December 31, 1954” were received 
in this Commission on March 23, 1954, through the U.S. mails, and that said 
documents were not accompanied by the Commission’s form 8 for amendments 
and were not accepted for filing. 

On file in this Commission April 3, 1956. 


Nancy H. Marrtira, Deputy Records Officer. 











3478 REGULATORY COMMISSIONS AND AGENCIES 


Then it contains a certification: 

It is hereby certified that James Hindle, records officer of the Securities and 
Exchange Commission, Washington, D.C., which Commission was created by the 
Securities Exchange Act of 19384 (15 U.S.C.A. sec. 78 et seq.), is official cus 
todian of the books and records of said Commission, and all books and records 
created or established by the Federal Trade Commission pursuant to the provi- 
sions of the Securities Act of 1933, and transferred to this Commission in accord- 
ance with section 210 of the Securities Exchange Act of 1934, and was such 
official custodian at the time of executing the above attestation, and that Nancy 
H. Mattila, Chief, Section of Docket, Mail, and File is his deputy. 

By the Commission, for the Secretary: 

NELLYE A. THORSEN, Assistant Secretary. 


The second attestation by the United States of America, Securities 
and Exchange Commission, reads as follows: 

I hereby attest that a diligent search has this day been made of the books 
and records of this Commission and the books and records do not disclose that 
any annual reports of East Boston Co. for the fiscal years ending 1948 to 1954, 
inclusive, have been filed with this Commission pursuant to the provisions of 
section 13 of the Securities Exchange Act of 1934, as amended, and the rules and 
regulations thereunder. 

It is dated November 8, 1955, and signed by James Hindle, records 
officer. It also includes the certification as appears on the other attes- 
tation, signed by Orval L. DuBois, secretary. 

Mr. Lisaran. Mr. McLaughlin, before you proceed further I am 
going to ask Mr. Conlon, attorney on the staff, who has made a study 
of the records in the Securities and Exchange Commission relating 
to this matter, to take the stand and describe certain of the proceedings 
that were taken in that Commission and occurrences which are re- 
flected from the official records in the Commission. 

The CHarrman. You may take the witness stand, Mr. Conlon. 
Will you be sworn ? 

Do you solemnly swear the testimony you give to this committee 
to be the truth, the whole truth, and nothing but the truth, so he lp you 
God ? 

Mr. Conton. I do. 

The Cuarrman. Have a seat and state your name and position. 


TESTIMONY OF JOSEPH T. CONLON, ASSISTANT COUNSEL, SUBCOM- 
MITTEE ON LEGISLATIVE OVERSIGHT 


Mr. Conton. My name is Joseph T. Conlon. I am an attorney 
with the subcommittee staff. 

The Cuarrman. You may proceed, Mr. Lishman. 

Mr. Lisuman. Mr. Conlon, pursuant to your duties, have you ex- 
amined the files of the Securities and Exchange Commission in con- 
nection with proceedings involving the East Boston Co. and the 
Boston Port Development Co. 

Mr. Conton. I have, sir. 

Mr. Lisoman. Have you from such records prepared a chronology 
of important events in those proceedings ? 

Mr. Conton. I have, sir. 

Mr. Lisuman. Will you please read into the record the results of 
your study of these SEC proceedings ? 

Mr. Conton. Yes, sir. May I state the first paragraph background 
of the company, sir? 
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Mr. Lisoman. Yes, sir; go ahead. 

Mr. Conton. East Boston Co., Boston, Mass., is a Massachusetts 
company with 150,000 shares of $10 par value stock issued and out- 
standing, registered with the Securities and Exchange Commission 
under the Securities Exchange Act of 1934 and initially on the Boston 
Stock Exchange. 

On May 22, 1947, the follow’ ing directors and officers assumed man- 
agement of East Boston Co.: Roland M. Packard, director; H. Max- 
well Goldfine, director; W ili: am J. McDonald, director; Alwyne F. 
Jealous, president, treasurer, and director: George B. Long, director; 
and Marcien Jenkens, clerk. ‘This represented the addition of Messrs. 
Goldfine and Packard and McDonald to the previous board. 

Commencing with the fiscal year ending March 31, 1948, neither 
forms 10—K annual reports, 8-K current reports, nor form 9—K, semi- 
annual reports, were filed with the Securities and Exchange Commis- 
sion pursuant to rule 13a of the Securities Exchange Act “of 1934. 

These reports ultimately were filed for the period 1948 through 
1954 on December 16, 1955, pursuant to an order of the Federal 
District Court, District of Massachusetts, entered July 13, 1955, on 
application by the Securities and Exchange Commission, May 21, 
1954, alleging East Boston and subsidiary, Boston Port Develop- 
ment Co., had filed delinquent reports from 1937 to 1948, and no re- 
ports from 1948 through 1953. 

After reviewing these reports, the Securities and Exchange Com- 
mission declared them unacceptable as they had materially deficient 
figures in the balance sheet, and for lack of certification by an “in- 
dependent accountant.’ 

The Commission petitioned the court for an order of civil contempt 
against East Boston and defendants Packard, Horace, and Bernard 
Goldfine, and Alwyne Jealous. Since that time the companies have 
filed 10-K and 8- K reports with the Securities and Exchange Com- 
mission with the exception that no report for Boston Port Develop- 
ment has been filed for the year ending December 31, 1957. 

The Securities and Exchange Commission is under a duty to re- 
quire the filing of periodic accurate financial reports and re ports of 
significant changes In company organization or activities. ‘These re- 
ports provide data to shareholders, as well as the material upon which 
the Commission must ascertain the adequacy of disclosure and pos- 
sible violations of the securities laws. 

The chronology in the files of the Securities and Exchange Com- 
mission states as follows: 

In September 1946 and early 1947, there were repeated requests 
directed to East Boston for filing of the annual financial reports of 
the company. A memorandum of deficiencies in 1946 and 1947 was 
prepared by the Commission. ‘The 10—K’s for East Boston’s financial 
operations for 1945 and 1946 and 1947 were ultimately cleared by the 
Sleemision in February 1948. In November of 1948, the SEC 
threatened to take “appropriate proceedings” against East Boston 
and East Boston ultimately replied on June 14, 1949, that it did not 
intend to file reports because of expense involved and it would wel- 
come delisting. 
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On June 15, 1949, an internal Commission memorandum recom- 
mended delisting of the company. From that time until 1951 there 
is no mention in the C ommission files of East Boston. 

The files next mention East Boston on June 5, 1951, and October 
1951 with respect to letters from the Boston Stock Exchange 1 request- 
ing action and information with regard to the East Boston Co. 

A telegram also is in the Commission files dated November 1951, 
from Henry Tracy of the Boston Stock Exchange requesting status 
of the company’s activities since no records of the company were on 
file with the Boston Stock Exchange. 

A letter was directed to Mr. Tracy, secretary of the Boston Stock 
Exchange, on November 27, 1951, from Mr. Thorsen of the Division 
of Corporation Finance, referring to the letters of June 5 and October 
15,1951. The letter states: 

Due to reduction and changes in personnel, the subject matter of your in- 
quiries has been temporarily set aside. However, it is hoped that the matter 
will receive early attention by this Division and that a decision as to procedure 
will be made shortly. 

The original file copy of this letter is missing from the files of the 
Securities and Exchange Commission. 

A letter dated November 30, 1951, from Tracy to Mr. Thorsen of 
the Securities and Exchange Commission states: 


We shall await your further advice. 


There is no mention from 1951 through 1953 of Boston Port De- 
velopment Co. There is also no mention in the Securities and Ex- 
change Commission minutes up until 1954. During all this period 
there was no attempt to bring these matters before “the Commission 


apparently. 

On April 28, 1953, the regional administrator of the Securities and 
Exchange Commission Boston office, Mr. Kendrick, directed a letter 
to Mr. Woodside of the Corporation and Finance Division of the 
Securities and Exchange Commission to the following effect: 


Henry Tracy, secretary of the Boston Stock Exchange, stated that this 
company— 


meaning East Boston— 


has not filed financial statements with that exchange * * * I am calling it to 
your attention because it is possible that this fact will be disclosed and pub- 
licized as a result of the stockholders’ suit * * * I would appreciate your 
opinion as to whether you believe we should (seek a mandatory injunction) in 
this case. 

On June 9, 1953 there was a memorandum to the Commission re- 
porting allegations in the stockholder petition and stating that a 
recommendation to the Commission to authorize a proceeding to delist 
has been prepared but not yet presented to the Commission. 

On March 17, 1954, the case was referred to the Securities and Ex- 
change Commission, General Counsel’s Office. On April 1, 1954, the 
Commission authorized injunctive action. 

On June 30, 1954, a memo in the Securities and Exchange Com- 
mission files to the effect that Judge McCarthy in Boston w ould prob- 
ably not hear the case until after August. 

On July 27, 1954 a memor andum states: “No word yet on the trial 


date.” 
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On August 12, 1954 a memorandum states: “Motion not to be heard 
until September.” 

On February 2, 1955 a memorandum from the General Counsel of 
the Securities and Exchange Commission to a member of the staff 
of the Securities and Exchange Commission refers to a research memo 
by a member of the staff with regard to mandamusing Federal district 
judge to set a case for hearing. 

On February 18, 1955, the regional administrator of Boston to a 
staff member of the Securities and Exchange Commission sets forth 
the history and status of the case. The memo states that Judge 
McCarthy, to whom the case had been assigned, was on vacation dur- 
ing July and August, that the judge on at “least two occasions during 
September refused to set the motion for summary judgment, that a 
setting was requested for October 25 but the judge did not call it, 
and that the judge’s clerk told a member of the Securities and Ex- 
change Commission that the judge wanted to arrange for a conference 
between opposing counsel. 

As of February 17 the motion had not been called and conferences 
had not been arranged by the judge. 

On June 9, 1955, Mr. Tracy of the Boston Stock Exchange again 
wrote Corporation Finance attaching copies of his letter of November 
27, 1951, and his acknowledgment of November 30, 1951, again asking 
for status of the case. 

On June 20, 1955, a hearing on the motion for summary judgment 
was held, and on July 13, 1955, findings and conclusions were signed 
by the judge to the effect that the annual reports must be filed by 
August 1, 1955. 

On July 14 an injunction was entered directing filing of the reports 
by November 1, 1955. 

Mr. Tracy directed a letter again on July 21, 1955, stating that 
unless information was given the Boston Stock Exchange, the trading 
in East Boston stock would be suspended until the rules of the Se- 
curities and Exchange Commission are met. 

On July 29 a telegram from Mr. Tracy of Boston Stock Exchange 
stating that long-existing failures on the part of East Boston to file 
reports had caused suspension of trading on East Boston stock on the 
Boston Stock Exchange. 

On November 4, 1955, a contempt petition was filed against East 
Boston Co. and defendants Alwyne F. Jealous, Horace M. Goldfine, 
Roland M. Packard, and Bernard Goldfine for failure to comply 
with final judgment July 13, 1955. 

On November 4 to the 7th there is a memorandum of a phone con- 
versation which is indicated in the files of the Securities and Exchange 
Commission to the following effect: that Judge McCarthy had told 
Silbert that he had to disqualify himself because of his ‘friendship 
with Goldfine. 

On November 8, 1955, Pollack, a staff member of the Securities and 
Exchange Commission, telephoned Judge McCarthy, who said he was 
going to ae himself and would arrange for a substitute judge. 

On November 18, 1955, a formal order granting petition for con- 
tempt and denying the motion to modify, and adjudging a suspended 
fine of $20,000 against East Boston was had. This was before Judge 
Wyzanski, the substitute judge. 
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On December 16, 1955, 10-K reports were finally received by the 
Securities and Exchange Commission. 

On January 10 of 1956 General Counsel of the Securities and Ex- 
change Commission, Mr. Timbers to Mr. Sears, attorney for Mr. Gold- 
fine, with copies to the judge and to the East Boston officers and 
directors informing that 10-Ks as filed are materially deficient, and 
notified East Boston. 

On February 6, 1956, a motion by the Securities and Exchange 
Commission for the order that the defendant pay the fine, alleging 
that rule 2-02 of the regulations S—X as to independent accountant 
required by the Securities and Exchange Commission was not com- 
plied with, and that financial statements had not been certified accord- 
ing to section 13(a) (2), Securities and Exchange Act of 1934. 

Other allegations include the accounts receivable were not classified 
to show transactions with directors and principal holders of equity 
securities, parents and subsidiaries and affiliates. Notes, mortgages 
and accounts receivable have remained on the books as current assets 
for several years in violation of rule 3-13, regulation S—X of the 
Securities Exchange Act of 1934. This provides that items classed 
as current assets shall be generally realizable within 1 year. The 
notes receivable of William J. McDonald are so classified although 
he has been deceased since 1948. 

Basis for computing depreciation and interest rates not set forth 
as required in rule 3-19(c). Rule 3-19(c) provides that facts con- 
cerning defaults in principal and interest with respect to credit agree- 
ments shall be stated. Rule 5-02 sets forth requirement as to assets 
for balance sheets as financial statements. It also alleged the interest 
of the directors and 10 percent security holders in transactions with 
defendants’ subsidiaries have not been set out. 

On April 2, 1956, the Securities and Exchange Commission filed an 
application for order to show cause why defendant East Boston should 
not be punished for criminal contempt, alleging the defendant has 
willfully failed and refused to file on or before November 1, 1955, 
reports required under section 13 of the Securities Exchange Act. 
Allegations also include profit and loss statements of Boston Port 
Development Co. included as part of said reports were false and mis- 
leading in that they understated said corporation’s net loss for each 
of its said calendar years. It also stated on balance sheets of Boston 
Port Development Co. uncollectible notes barred by the statute of 
limitations were included as current assets; interest on noninterest 
bearing notes and uncollectible interest were included as accounts 
receivable in current assets; interest on noninterest-bearing notes and 
uncollectible interest were included as accounts receivable in current 
assets; a defaulted mortgage receivable in the sum of $500,000 was 
included as a current asset with no notations as to collectibility ; unpaid 
real estate taxes included as current liabilities in the balance sheet for 
December 31, 1954, were understated by $18,468.29. 

The balance sheets and profit and loss statements of defendant 
failed to give effect to the losses sustained by its subsidiary, Boston 
Port Development Co. 

On April 2, 1956, the order of the District Court of the District of 
Massachusetts that East Boston show cause on April 5 why it should 
not be adjudged in criminal contempt. 
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On April 5 the proceeding was dismissed without prejudice on 
stipulation of counsel for the parties. It was stipulated between the 
attorneys of the Securities and Exchange Commission and the at- 
torneys representing the defendants that the court shall enter an order 
directing the defendant to pay $3,000 in civil contempt to the Securi- 
ties and Exchange Commission in reimbursement of services and 
expenses, and that East Boston would file within 90 days corrected 
profit and loss statements, analyses of surplus, and corrected balance 
sheets for the years 1948 through 1955, for East Boston, and between 
1947 and 1954, for Boston Port Development Co. 

At this point the Securities and Exchange Commission requested 
“some additional leverage” on the defendant to make sure he will com- 
ply. The SEC agreed to withdraw the application for criminal con- 
tempt with leave of court to reconsider the application in the event 
there is any contumacious behavior on the part of the defendant. 
Judge Wyzanski stated the best assurance they have is the prediction 
that the court will be rough upon the defendant if there is not 
compliance. 

On November 7, 1956, a petition was filed by the Securities and 
Exchange Commission for an order directing defendant to show 
cause why it should not be adjudged in civil contempt and for an 
order appointing a receiver, reciting as follows: 

On May 21, 10 54, the plaintiff filed a complaint herein. 

On July 13, 1955, Hon. William T. McCarthy issued final judgment 
permanently enjoining from failing to file proper reports. 

On November 18, 1956, this court found defendant in civil con- 
tempt for failing to file proper annual reports for 1948 through 1955. 
Defendant has failed to comply with final judgment and continues 
to fail to file said annual reports. Defendant’s board of directors 
has decreased from five to two, while article II of its bylaws require 
not less than five members, and has failed to hold stockholders meet- 
ings required by Massachusetts State law. 

Respondents Jealous, Paperman, Horace, and Bernard Goldfine 
were and are officers, agents, and employees of defendant East Boston 
and are in complete domination and control. 

Defendants by the general laws of Massachusetts must have at 
least three directors. 

Defendant has held no annual meeting of stockholders since 1948, 
no financial accounts have been rendered to stockholders since 1948, 
nor filed annual reports with the Massachusetts Commissioner of 
Corporations. Defendant has filed no such annual reports since 
October 22, 1952. 

On November 26, 1956, a request for the withdrawal of the petition 
in civil contempt and for appointment of a receiver was filed by the 
Securities and Exchange Commission, stating s antenna to filing pe- 
tition—on November 7, 1956—and on ‘Haveaber 15, 1956, defendant 
filed with the Securities and Exchange Commission its annual report 
on 10-K. 

Plaintiff waives none of the allegations set forth in said petition, and reserves 
whatever rights it has to seek such additional relief. 

Plaintiff requests withdrawal of petition in civil contempt and for appoint- 
ment of a receiver. 
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The Commission represented to Judge Wyzanski that the report 
was being studied to determine if it complied with the requirements 
of the Securities and Exchange Act. 

The Cuatrman. Is there anything further, Mr. Lishman, of this 
witness ? 

Mr. LisumMan. Not from this witness. 

The CHarrMAn. You may stand aside, Mr. Conlon. 

Mr. McLaughlin. 

Mr. Lisuman. Mr. McLaughlin, are you aware of allegations made 
to the subcommittee respecting the influence of Mr. Bernard Gold- 
fine is being able to obtain preferred treatment by the SEC and the 
Federal Trade Commission ? 


TESTIMONY OF FRANCIS X. McLAUGHLIN, ATTORNEY, SUBCOM- 
MITTEE ON LEGISLATIVE OVERSIGHT—Resumed 


Mr. McLaveuuin. Yes, sir. 

Mr. Lisuman. What did these allegations made to the subcom- 
mittee consist of ? 

Mr. McLaveuurn. With reference to the Securities and Exchange 
Commission in the matters pending before it and in which Mr. Gold- 
fine had an interest, it was fee that Mr. Goldfine was able to obtain 
this treatment only because of his close friendship with Sherman 
Adams, Assistant to the President of the United States. 

Mr. Lisuman. And with respect to the Federal Trade Commis- 
sion, are you familiar with what those allegations consisted of ? 

Mr. McLavueuuin. Yes, sir. 

Mr. LisomMan. Will you please state them ? 

Mr. McLavueuurn. That he was able to obtain the treatment that he 
did at the Federal Trade Commission also because of his friendship 
with Sherman Adams, the Assistant to the President of the United 
States. 

The Cuatrman. Who made these allegations? 

Mr. McLaveuuin. Sir, the allegations, in part, were made by Mr. 
John Fox of Boston, Mass., and also in the course of the investigation 
information was obtained from employees at the Federal Trade Com- 
mission who were present at the time of a conversation between Mr. 
Goldfine and Mr. Sherman Adams in a telephone conversation. 

Mr. Lisuman. Now, Mr. McLaughlin, did you undertake to verify 
whether these allegations had any substance? 

Mr. McLaveuturn. Yes, sir, I did. 

Mr. Lishman. Will you describe some of the steps that you took to 
verify the accuracy of these allegations? 

Mr. McLavueGuuin. Yes, sir. 

On May 7, I believe it was, this year, I served a subpena upon the 
manager of the Sheraton-Plaza Hotel in Boston, Mass. This subpena 
called for all records, books, registrations, papers, correspondence, 
and other writings pertaining to any and all accounts in the name of 
Bernard Goldfine, individual or otherwise, including, without limita- 
tion, reservations made, room assignments, payments for rooms, meals, 
refreshments, entertainment, and other services during the period 
January 1, 1952, to date, and to any and all accounts in the name of 
any and all of the following companies: Foxcroft Realty Trust Co., 
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Georges River Woolen Co., Goldfine Investment Trust, Lebandale 
Mills, Lebanon Woolen Mills, Linconshire, Ltd., George Mabbett & 
Sons Northfield Mills, Puritan Mills, Strathmore Commodities, Strath- 
more Realty Co., Strathmore Silks, Strathmore Woolen Co., Wilton 
Woolen Co., Mascoma Mills. 

Mr. LisumMan. Were Northfield Mills and Strathmore Mills two 
companies that were involved by the Federal Trade Commission ? 

Mr. McLaveutuin. They were, sir. 

Mr. Lisuman. Did the Sheraton-Plaza honor this subpena? 

Mr. McLaveuuin. In part, sir. 

Mr. Lisuman. And in the part that has been honored, did the 
Sheraton-Plaza supply you with documentary evidence that Gov. 
Sherman Adams had been entertained and his expenses paid for by 
Mr. Bernard Goldfine and one of these companies ? 

Mr. McLaueutuin. Yes, sir; they did. 

Mr. LisHman. Would you please read into the record the docu- 
mentary proof that you secured in this respect from the Sheraton- 
Plaza Hotel ? 

Mr. McLauauun. Yes, sir. 

I have here what is called a guest ledger card submitted in response 
to the subpena by the Sheraton-Plaza Corp. It bears the number CD 
97344. The guest is registered as Governor and Mrs. Sherman Adams, 
of Washington, D.C. It covers the period November 24, through No- 
vember 26, 1955, and the balance due on November 26, 1955 was $220.56. 

The guest ledger folio, in addition to bearing the name of Governor 
and Mrs. Sherman Adams as guests, has typed in under the remarks 
“Charge the complete bill to Bernard Goldfine.” 

The Cuarrman. Mr. Moulder. 

Mr. Moutper. Was the bill paid by Mr. Goldfine ? 

Mr. McLaveuuin. According to the records at the Sheraton-Plaza, 
it was, sir. 

Mr. Lisuman. One of the items subpenaed from Miss Paperman 
is a canceled check to verify this payment which has been reported to 
us by the hotel. The relevancy, I think, is apparent. 

Mr. Wiu1aMs. Was this payment made by Mr. Goldfine, person- 
ally, or by one of the corporations ? 

Mr. McLaveutin. That is what we are endeavoring to find out, 
sir. It is charged to Mr. Bernard Goldfine, and it is my understand- 
ing from interviewing employees of the hotel that all charges to Ber- 
nard Goldfine are ch: arged to the account of Strathmore Woolen Co. 

I have a guest folioledger card, No. CD 33123, registered guest, 
Governor and Mrs. Sherman Adams, covering the period December 
97 and 28, 1955, and the balance due on December 28, 1955, was $151.11. 
Under the column “Remarks” on the guest folio ledger i is “Entire bill 
to be charged to Mr. Bernard Goldfine.” 

I also have registration CD 33113 covering the same period, De- 
cember 27 and 28,1955. The guest registered is Sarah Adams, Lincoln, 
N.H., in the amount of $9.39. And under “Remarks” is “Charge entire 
bill to Bernard Goldfine. 

I have guest folio card CD 48296, listed as guests Mr. and Mrs. 
Sherman Adams. The suite was 65D. 

Did you want me to mention the price of the suite in the other? 

Mr. Lisuman. I think it is advisable to show that there were quar- 
ters that were being paid for. 
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Mr. McLavuecuuin. Yes, sir. 

The suite with reference to CD 27344 is $37 per room. ‘The same 
with the second guest ledger I sellereeid to, CD 33123. 

Mr. Movuxper. What was it? 

Mr. McLavuGuutn. $37, sir, per room. 

Mr. Moutper. How many rooms? 

Mr. McL AUGHLIN. It was a suite, and, as I understand it, a suite 
consists of rooms 523 and 525. 

This is guest folio ecard CD 48296, Mr. and Mrs. Sherman Adams, 
The suite is 65D. It covers the period March 10 to March 12, 1956. 
The total amount is $164.60, and under “Remarks” is stated “Charge 
entire bill to Bernard Goldfine.” 

Guest folio card CD 58161; the guests, Governor and Mrs. Sherman 
Adams, The White House, Washington, D.C. It covers the period 
April 24 and April 25, 1956. The suite was for $65 per day. The 
total is $187.85, and under “Remarks” it reads “Entire bill to Ber- 
nard Goldfine.” 

I have a registration card, No, CE 65773, which bears the notation 
“Entire bill to B. Goldfine.” The guests are registered as Mr. and 
Mrs. Sherman Adams of Lincoln, N.H. 

The guest folio card bearing the same number, CE 65773, reflects 
that the suite was $50 per day. The total bi for the end of this 
period, | farch 8-9, 1957, was $170.36. Under “Remarks’—*Entire 
bill to Bernard Goldfine. ” 

Next is the guest registration card CE 82981, “Charge entire bill 
to B. Goldfine.’” Name: Sherman Adams, City, Washington, D.C. 


The costs for this one room was $50. The total cost on the guest 
ledger card was $50. It was the only charge, was for the room. 
Under the transfer to city ledger is the remark “Bernard Gold- 


fine, Strathmore Woolen.” 

I have guest registration CE 84386, Mr. and Mrs. Sherman Adams, 
Lincoln, N.H. 

LisHmMan. Mr. Witness, may I interrupt ? 

McLavuGuuin. Yes, sir. 

Mr LisumMan. On the account for $187.85 is there a notation on 
there that you haven’t read? 

Mr. McLavenutin. $187, did you say ? 

Mr. Lisuman. Yes,sir. Isthere one there with Strathmore Woolen 
Mills on it ? 

Mr. McLavenuin. All of these under “Remarks” state “Entire bill 
to Bernard Gold fine.” 

On guest ledger card CE 82981 under the column “Transfer to city 
ledger,” which is a standard reading on the form, it says “Bernard 
Goldfine, Strathmore Woolen.” But the guest is Mr. Sherman 
Adams. 

Mr. Lisuman. What isthe amount of that? 

Mr. McLaveuutn. $50. 

On the guest registration card CE 84386, Mr. and Mrs. Sherman 
Adams, Lincoln, N.H. The guest folio card, the same number, covers 
the period June 7-8, 1957. The amount. is $106.83, and under “Re- 
marks” is “Charge to B. Goldfine.” 

Guest registration card CE 26289 bears the notation “Complete bill, 
Bernard Goldfine.” Guests are registered as Mr. and Mrs. Sherman 
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Adams, 2400 Tilden Street NW., Washington, D.C. The suite was 
$50 a day. 

The total for the period September 21 through September 26 is 
$361.18. Under “Remarks” is “Complete bill to Bernard Goldfine.” 

Guest registration card CF 11000. Name: Mr. and Mrs. Sherman 
Adams, Washington, D.C. It bears the notation “Entire bill to 
Bernard Goldfine.” 

The guest ledger card covering the period December 6 to December 
8, 1957, is in the total amount of $161.27. Under “Remarks” is “En- 
tire bill to Mr. Bernard Goldfine.”’ 

Guest. registration card No. CF 42130, Mr. and Mrs. Sherman 
Adams, Washington, D.C. It bears the notation—lI can’t read it all, 
but it says “Charge to account of Bernard Goldfine.” 

ao guest folio card for the period May 5 and May 6, 1958, which 

» day before I served the subpena on the hotel. showed a total 
of cr "y 46. and contains the remark “Entire bill to Bernard Goldfine.” 

I have other registration cards, but no guest folios. 

Mr. Lisnaran. On Mr. Sherman Adams? 

Mr. McLauenuin. Yes, sir. 

Mr. Lisi MAN. Will you read those into the record ? 

The Cuarrman. Mr. Lishman, I did not hear your last question of 
the witness. 

Mr. McLavueuutin. I made the comment, sir, that I have other cuest 
registration cards, but | do not have the guest folio card which con- 
tains the charges, and this re oistr: ition is in the name of Mr. and Mr: 
Sherman Adams, 2400 Tilden Street, W ated eton, D.C., No. C SOTD. 
and the date stamped on it appears to be March 14, 1954. 

The final one, C-61050, Gov. Sherman Adams and Mrs. Sherman 
Adams, “Charge entire bill to Bernard Goldfine,.” which also was 
noted on the other registration card. It is December 21, 1954. 

I have attempted to arrange these in chronological order. The first 
one I read w: iS for 1955, in which they oe a guest folio card, 
but these regi str tions are for 1954 apparently, and we do not have 
the amount of charges on those two ps irticular reoistrations. 

The CuatrmMan. Is thatall of this witness? 

Mr. Lisuman. No, sir. We have one or two more items. 

Mr. McLaughlin, in the course of your inquiry did you ascertain 
that there were registrations at the Sheraton-Plaza wherein it appears 
that Mr. Adams was a guest but not registered ? 

Mr. McLauauuin. Yes, sir. 

Mr. LisumMan. And was a guest apparently of Mr. Goldfine? 

Mr. McLauenuin. Yes, sit 

Mr. Lisuman. Will you please state what documentary evidence 
you have as to that, and will you read that documentary evidence into 
the record ? 

Mr. McLaveuttn. In examining the accounts at the Sheraton-Plaza 
I noticed that there was an entry for $315.70 for registration in the 
name of Mr, Bernard Goldfine himself. There was supposed to be 
one person staying in the suite. 

It appears to me to be unusual inasmuch as Mr. Bernard Goldfine 
resides not too far from the Sheraton-Plaza in Boston, and it was 
for a period of 4 days. So I called for and examined with Mr. 
O’Hara of the staff the microfilm records substantiating the ch: arges 
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as they appear in the guest ledger card. In so doing I examined the 
various expenses, and I came across one room-service ticket of Novem- 
ber 21, 1956, which is charged on the guest ledger card. That is in 
the amount of $1.25. The room-service card, No. 46932, waiter No, 
156, states to the effect that room 423, which was the suite engaged and 
in which Mr. Bernard Goldfine held the registration, was served with 
ice and four glasses. The charge was $1, and there was a tip of 25 
cents to the waiter. At the bottom of the ticket is the signature “S, 
Adams,” which is crossed out, but is legible on the room-service ticket, 
and Bernard Goldfine is written in above, which led me to believe that 
Mr. Adams may have been the guest in fact. 

I went back to the guest folio ledger and I noted the last entry was 
to room 421; the suite being registered for was 423 and 425. We then 
went through the microfilm records and ascertained that room 421 was 
occupied by Mr. Samuel Adams of Hanover, N.H. 

It is my understanding that Governor Adams’ son was a student 
at Dartmouth. 

Mr. Lisuman. And that bill was charged to whom ? 

Mr. McLavueuurn. That bill was charged to Mr. Bernard Goldfine 
since the registration was in Mr. Goldfine’s name. 

Mr. Lisuman. Did you ascertain whether or not Mr. Bernard Gold- 
fine or any of the companies which he controls regularly maintains 
a suite at the Sheraton-Plaza Hotel ? 

Mr. McLavueuuin. That question was specifically asked at the 
Sheraton-Plaza, and Mr. Goldfine does not maintain a regular suite 
nor has he in the past and that each and every entry here is a separate 
item charged to him. 

Mr. Lisuman. Now, Mr. Chairman, we have further evidence which 
would establish the relevancy of the material which has been sub- 
penaed from Miss Paperman, but I believe we have already stated 
sufficient for the record to justify the conclusion that it is pertinent 
and relevant to this subcommittee to have the canceled checks evi- 
dencing the completeness of the payments which are shown in the 
record of the Sheraton-Plaza Hotel. 

The Cyarrman. Mr. Lishman, the witness, Miss Paperman, raised 
the question that the subpena required her to go back into 1925 to 
produce records with reference to transfers. In order to further clar- 
ify more specifically the subpena, but not in any way taking anything 
from it, will you state for the record what information is sought to be 
obtained ? 

Mr. Lisuman. We are seeking to trace and establish the controlling 
ownership of the East Boston Co. and the Boston Port Development 
Co. The stock books of these companies should be easily accessible run- 
ning back to January 1, 1925. The correspondence and other papers 
requested in connection with this history of legal ownership of these 
two companies may require a little more time to produce, and undoubt- 
edly some of that material is understandably no longer in existence. Of 
course, a reasonable explanation for failure to be able to produce the 
documents will be accepted. 

The CuarrmMan. However, from the investigation that has been 
made it is expected that it could be reasonably obtained without a great 
deal of inconvenience. 

Mr. Lisuman. From the stock books it should take hardly any time 
at all. 
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The CHarrMaAn. Mr. Williams. 
Mr. Witu1aMs. In order to establish the extent to which this hos- 
itality apparently was given, have you summed up the total amount 

allegedly paid by Mr. Goldfine for accommodations occupied by Mr. 
Adams in the Sheraton-Plaza Hotel that you have just related ? 

Mr. McLavueuurn. Yes,sir. These figures are approximately $2,000. 
but they pertain only to the Sheraton-Plaza Hotel. 

Mr. Wiiu1AMs. I understand that. That is the one hotel. That fig- 
ure of approximately $2,000, I presume, give or take $50 or $100 one 
way or the other, is to cover what length of time? 

Mr. McLaveutrn. There are entries in the year 1954. 

Mr. Wriu1ams. From the entries which you read which was the 
earliest and which was the latest entry ? 

Mr. McLaveuuin. We have guest registration cards for 1954, but 
we do not have the itemized bill for 1954. 

Mr. Witu1aMs. Then that was not included in the list you read ? 

Mr. McLaveutin. No, sir. 

Mr. Witt1aMs. Beginning with the first bill that you read to the 
committee, the specific amount 

Mr. McLavueu in. I can give you the years or I can give you spec- 
fic dates. 

Mr. Witu1aMs. I want to get the span of time that intervened from 
the first to the last. 

Mr. McLavueGuiin. 1955, 1956, 1957, and 1958. 

Mr. WituraMs. Thank you. 

The Cuarrman. Mr. Moulder. 

Mr. Movutper. I was just going to inquire, Mr. Chairman, if you 
wish to offer those documents 1n evidence for the record. 

Mr. Lisoman. They were read in, but we will be glad to accept 
them. 

Mr. Moutper. I mean as exhibits. 

Mr. Lisoman. We will offer them as exhibits for the record. They 
have been read into the record. 

The Cuarrman. I think there would be no purpose in having them 
put in the record twice. They will be received for the files for the in- 
formation of the committee. 

Mr. LisumMan. These are photostatic copies of the official documents 
at the Sheraton-Plaza, are they not ? 

Mr. McLaveuun. They have been represented as such in compli- 
ance with the subpena, sir. 

The CuHarrMan. You may step aside, Mr. McLaughlin. 

Mr. McLaventur. Thank you. 

The Cuamman. Mr. Lishman, do you have any further clarification 
with reference to any of the other items of the subpena for the infor- 
mation of this witness? 

Mr. Lisuman. No, sir. 

The Cuarrman. You may take the witness stand, Miss Paperman. 





TESTIMONY OF MILDRED PAPERMAN, TREASURER, BOSTON PORT 
DEVELOPMENT CO., BOSTON, MASS.—Resumed 


_ The Cuatrman. Mr. Lishman, are you seeking, in addition to the 
information explained here, the canceled checks and such other perti- 
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nent form as called for in the subpena with reference to the payments 
that have just been explained ? 

Mr. Lisuman. Yes, sir; and payments on behalf of all officials, 
employees, or representatives of the executive, legislative, and judicial 
branches of Federal and State Governments. 

The Cuatrman. Miss Paperman, by the direction of the committee, 
you are advised that within 1 week from today, you are to return to 
the committee with the information and the records and as directed by 
the committee I must inform you that your failure to do so will prob- 
ably bring contempt proceedings by the House of Representatives. 

At 10 o’clock in the morning on June 17, in this room, you are ordered 
and directed to return and bring with you such records called for by 
the subpena as clarified in this record here today. 

Mr. Sears. Mr. Chairman, may I inform the committee that Judge 
Wyzanski has ordered a hearing on June 18, concerning the Boston 
Port and East Boston Co., and I am just wondering if you will con- 
clude with Miss Paperman on the 17th. 

Mr. Rogs. Could you make it the 19th ? 

The Cuatrrman. We possibly could not. That might depend on 
her. 

Mr. Sears. I think Judge Wyzanski’s order is prior to this, and it is 
the result of a notice sent to 350 stockholders, many of whom will 
appear. Miss Paperman, as treasurer of the company, is a most impor- 
tant witness at that hearing. 

The Cuamman. The committee has always tried to arrange for the 
convenience of whoever might be interested in matters that might be in 
conflict. 

Mr. Sears. Thank you. With that direction, Miss Paperman, you 
are excused. 

Miss Paperman. Thank you. 

The Cuatrman. Mr. Tenenbaum. 


TESTIMONY OF HARRY TENENBAUM, PRESIDENT, SIGNAL HILL 
TELECASTING CORP., ST. LOUIS, MO. (ACCOMPANIED BY CLARK M. 
CLIFFORD, ATTORNEY, WASHINGTON, D.C.)—Resumed 


The Cuarrman. Mr. Clifford, to you and Mr. Tenenbaum I might 
offer our apology for the interruption, but it was brought on by the 
necessary proceedings. Unfortunately we could not help it. 

Therefore, we have detained you longer than we had expected. We 
do want you to understand that we are sorry for any inconvenience 
we might place upon you by this delay. 

Mr. Currrorp. Thank you, Mr. Chairman. It would be a great ac- 
commodation to Mr. Tenenbaum, and if you by chance wish to hear 
his partner Mr. Peltason, if they might be heard this afternoon so 
that they could return to their work, we have been here—— 

The Cuatrman. That was our intention. You have been standing 
by waiting, and we will endeavor to accommodate you. 

Mr. Crirrorp. Also, Mr. Chairman, at the inquiry of yesterday 
morning, Mr. Lishman asked Mr. Tenenbaum at one point in the in- 
terrogation if at any time there had been a formal application filed by 
the Sional Hill Telecasting Co. with regard to the transfer of chan- 
nel 2 from Springfield to St. Louis. Mr. Tenenbaum stated that he 
thought there had been such formal application. 
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We searched the records and find that there has been. Mr. Lish- 
man asked that we produce it, and we have it. It is filed before the 
Federal Communications Commission. It was filed May 10, 1955, 
and in compliance with his request I deliver it to him at this time. 

The CHarrMan. Very well. That will be received for the record. 

Mr. Lisuman. Thank you, sir. 

(The document referred to follows:) 


BEFORE THE FEDERAL COMMUNICATIONS COMMISSION, WASHINGTON, D.C. 


In the Matter of Amendment of Section 3.606 of the Commission’s Rules and 
Regulations (Springfield, Illinois, and St. Louis, Missouri, assignments). 


COMMENTS IN SUPPORT OF PETITION FOR RULE MAKING AND FOR ORDER TO 
SHow CAUSE 


NOW COMES Signal Hill Telecasting Corp. of St. Louis, Missouri, permittee 
of television broadcast station KTVI operating on UHF Channel 36 in St. Louis, 
Missouri, and shows that the Petition for Rule Making in the instant proceeding 
should be granted with respect to Plan II involving the reallocation of Channel 
2 from Springfield, Illinois, to St. Louis, Missouri, and the addition of Channel 
41 at Springfield. 

Signal Hill further petitions that the Commission issue an order to show cause 
in this proceeding why it should not be assigned Channel 2 in St. Louis, in lieu 
of UHF Channel 36. 

In support of its request, Signal Hill submits the following reasons: 


I 


The Petition for Rule Making filed by WICS, Plains Television Corporation, 
sets forth concisely and logically the reasons against intermixture and the 
necessity for deintermixing Springfield, Illinois, and assigning Channel 2 to 
St. Louis. Signal Hill can add little to the adequate presentation of WICS, 
except to supplement it with further reasons why the Commission should not 
only deintermix Springfield, but should also make further efforts toward the 
deintermixture of St. Louis. 

The St. Louis area is presently allocated Channels 4, 5, 9, 11, 30, 36, and 42, 
with Channel 9 reserved for noncommercial, educational use. KSD-TV, a pre- 
freeze station, has been operating on Channel 5 since 1947; KWK-TV has 
operated on Channel 4 since 1954; KECT commenced educational operations on 
Channel 9 during 1954. The UHF channels have not fared so well. A construc- 
tion permit is held for Channel 30 at nearby Clayton, Missouri, by the Lutheran 
Church, Missouri Synod. Channel 42 is subject to an outstanding construction 
permit held by Missouri Broadcasting Corporation. Neither Missouri Broad- 
casting Corporation, nor the Lutheran Church has commenced construction. 

The operation of UHF stations in St. Louis has not produced a happy page 
in the annals of UHF in the United States. Broadcast House, Inc., KSTM-TYV, 
commenced operations in October 1953, and terminated broadcasting not quite 
one year later. Ozark Television Corporation, KACY, lasted approximately six 
months, from October 1953, to April 1954, before giving up and terminating 
operations. Signal Hill Telecasting Corp. began operations on Channel 54, with 
its WTVI transmitter located at Belleville a few miles south of St. Louis in 
August 1958, and terminated Channel 54 operations April 15, 1955, pursuant to 
a change to Channel 36 and the old KSTM facilities. The operation of WTVI 
and its successor, KTVI, has not been financially successful, and it is not known 
at this time how much longer deficit operations can continue. If and when 
KTVI abandons operations, St. Louis will become a VHF-only city, regardless 
of the Commission’s bold intentions reflected in the Sixth Report and Order, 
and despite the present allocation table providing UHF assignments which are 
apparently wanted by no one. 

Final blow for the demise of KTVI may prove to be the commencement of 
operations by the successful applicant for Channel 11, presently the subject of 
a comparative hearing among four applicants. Doubtless, UHF can succeed 
with proper encouragement and relieved of the necessity of competing with 
VHF stations serving the same area, but such is economically impossible in 
St. Louis, and the hundreds of thousands of dollars lost by UHF stations in 
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that market is mute testimony to the failure of the Commission’s plan for inter. 
mixing UHF stations with VHF stations, particularly in an area previously 
served by well established VHF operations. 

It is apparent that UHF is now making its last stand in St. Louis. Whether 
it will prosper or fail depends upon various intangible and complex factors, 
In any event, no area in the country points up more effectively the need for 
deintermixture. The Commission is yet at the crossroads pointed out to it at 
the Potter hearings a year ago. The survival of UHF in intermixed areas is 
now increasingly apparent as an economic impossibility. The situation is now 
further advanced than it was when numerous witnesses testified before the 
Potter Committee as to the failure of intermixture. The Commission still must 
face up to the decision as to whether American television should follow a clear. 
channel philosophy of superpower VHF stations, few in number and regional in 
character, serving vast areas with network programing and national adver- 
tising ; or whether American television will take the form of lower power, local 
stations designed to serve the local needs of their immediate viewers and 
furnishing programs of local interest supported by local advertisers. 

According to the principles set forth in the Sixth Report and Order: 

“In many cases UHF will carry the complete burden of providing television 
service, while in other areas it will be essential for providing competitive service, 
In view of these circumstances, we are convinced that stations in the UHF 
band will constitute an integral part of a single, nationwide television service.”? 

The Commission cannot fail to realize that the longer the present situation 
is permitted to continue, the more apparent becomes the discrepancy between 
superpower VHF stations and UHF stations attempting to survive within their 
service areas. Daily the list mounts of UHF construction permits surrendered 
to the Commission by operators or potential operators unable to survive in a 
field in which they are hopelessly outclassed from every standpoint.” The 
Commission has been urged upon occasions without number by the Ultra High 
Frequency Television Association and by numerous UHF stations to prohibit 
the smothering of the higher frequency operations by superpower VHF stations. 
That UHF can survive under favorable circumstances is graphically illustrated 
in the petition of WICS, which claims to be “a rarity, a successful UHF tele 
vision station.” Unfettered by VHF competition, UHF can prove economically 
feasible. However, through superpower operation and higher antennas the 
Commission has permitted entrenched interests in the form of VHF station 
owners to narrow increasingly more the areas that can be economically served 
by UHF. 

The Commission has been informed time and again over the past 5 years, 
and only lately has come to recognize that networking is the lifeblood of tele 
vision as presently set up in America. The independent station in a market 
covered by other stations with network affiliations has a relatively slim chance. 
If the independent is a UHF station, its chances are nil. By effective deinter- 
mixture only can the Commission in a measure retrieve the remaining elements 
of its boldly proposed national television plan. Since economic and other con- 
siderations prohibit UHF stations within the service area of VHF stations from 
carrying the same network programs presented by the greater-coverage VHF 
station, the UHF station owned under present policy of the Commission cannot 
hope to receive network services, and accordingly cannot command the viewers 
that would permit it to break into the vicious circle of viewers-advertising 
sponsors-program-viewers in competition with one or more VHF stations. 

Daily the islands of UHF services throughout the country are diminished as 
more VHF stations increase power and raise antenna heights. Only by de 
intermixture can the Commission halt this trend. Significant areas for effective 
deintermixture are presented by both Springfield, Ill., and St. Louis, Mo. As 
pointed out in the WICS petition, Springfield is now—but decreasingly so—an 
island of UHF operation. VHF service is distant and presumably not effective 
enough to stifle local UHF stations serving Springfield. Conversely, St. Louis 
has from the beginning been predominantly VHF, and by all indications will 
be exclusively VHF within the foreseeable future. The deintermixture of the 
Springfield area for UHF operations and the deintermixture of the St. Louis 
area for VHF operations will at the same time serve a dual and reciprocal 
purpose in the public interest. In addition, the removal of channel 2 from 


1 Paragraph 197 ; see also paragraph 189 et seq. 
2 Most recent figures reveal 112 UHF construction permits surrendered to the Commis 
sion, and 44 off the air. 
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Springfield and its allocation to St. Louis will also permit the establishment 
of channel 2 in Terre Haute, Ind., a city now served only by WTHI-TV, a VHF 


station. 
II 


In conjunction with the removal of Channel 2 from Springfield and its alloca- 
tion to St. Louis, Signal Hill urges that the Commission should issue an Order 
to Show Cause as to why this channel should not be assigned to Signal Hill, 
In numerous similar cases, the Commission has provided for an existing station 
to exchange its then employed channel for a new channel. Historically, for ex- 
ample, prefreeze television and FM licensees were required to exchange chan- 
nels when new allocations were adopted. Most recently in Docket 11301, the 
Commission amended Section 3.606 in the Springfield, Massachusetts, area and 
ordered the outstanding authorization of station WWLP modified to specify 
Channel 22 in Springfield, instead of Channel 61. Similarly, the Commission 
has issued an order to show cause in Docket 11336 (Hartford, Connecticut), as 
to why the outstanding authorization for WNET should not be modified to 
specify operation on Channel 3, rather than Channel 16, and why WELI-TV 
should not have its outstanding authorization for Channel 56 modified to specify 
operation on Channel 75. Likewise, in Docket 11335 (Madison, Wisconsin), 
station WHA-TYV has been ordered to show cause why its outstanding authoriza- 
tion should not be modified to specify operation on Channel 3 in place of Chan- 
nel 21. Notwithstanding the fact that the authorization of Channel 41 to 
Springfield, as requested by WICS does not necessitate its removal from else- 
where, nor the removal of Channel 36 presently occupied by Signal Hill from 
St. Louis, nonetheless, the Commission should foresee the practicalities involved 
in the assignment of an additional VHF channel to St. Louis. As mentioned 
hereinabove, KTVI has been attempting to compete albeit unsuccessfully from 
a financial point of view with two VHF stations in St. Louis. The issuance of 
an initial decision in the Channel 11 case and construction by the successful 
applicant will provide a third V for St. Louis. 

A sole remaining UHF station cannot hope to compete in a market such as 
St. Louis—nor for that matter in any other market—with three VHF stations.® 
The transfer of a fourth VHF channel, Channel 2, from Springfield to St. Louis, 
will make available with no takers five VHF channels in the St. Louis area, 
Channels 14, 30, 36, 42, and 54. KTVI is the last remaining operating UHF 
in the St. Louis area and, as such, is entitled to consideration as recipient of 
Channel 2. It is beyond argument that the allocation of a fourth VHF channel 
to St. Louis will as effectively delete KTVI’s operations as allocation of Chan- 
nel 36 to another city. In an effort to bring an additional television service to 
the people of St. Louis, KTVI has expended hundreds of thousands of dollars. 
The latest balance sheet on file with the Commission for Signal Hill reveals 
losses in excess of one-half million dollars as of early 1955. These can be offset 
by the assignment of Channel 2 to Signal Hill with its promise of an opportunity 
to compete On an equal basis with three other VHF stations. 

Relying upon the hopes and promises of the Commission as set forth in the 
Sixth Report and Order, KTVI (formerly WTVI) hopefully commenced UHF 
operations in St. Louis. The result of these operations and the sad story 
of Signal Hill’s financial losses is now well known. Nonetheless, it has per- 
severed in its attempt to supplement existing services in St. Louis. For ex- 
ample, baseball games of the St. Louis Cardinals are televised exclusively over 
KTVI, as they were by its predecessor, WTVI. In like manner, KTVI has 
furnished free time and programing for virtually every worthwhile civic and 
charitable organization in the St. Louis area. 

With the exception of the transmitter and antenna, very nearly all of the 
KTVI equipment can be used or adapted for use on Channel 2. Signal Hill is 
willing to risk loss in the disposition of its UHF transmitter and antenna, and 
has firm assurances of immediate delivery of VHF equipment. 

Undeniably the hard experience of WTVI and KTVI over the past two years 
has schooled its owners and management in a manner that they will be able 
to bring the best possible television service to St. Louis. Indeed, the public 
interest dictates that Signal Hill be specified as the assignee of Channel 2. 
Already possessing the major portion of equipment and facilities, Signal Hill 
_ 


*The folly of attempting to compete with one or more VHF stations has been learned by 
U’s in Little Rock, Duluth-Superior, Dayton, Monroe, Flint, Battle Creek, Portland, 
Meridian, Oklahoma City, Roanoke, Tyler, Houston, Louisville, Elmira, Tulsa, Mobile. 
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is in a position to bring service on Channel 2 to St. Louis at the earliest possible 
date. No construction problems exist other than the installation of a Channel 
2 transmitter and antenna; in a matter of weeks, Signal Hill can change over 
from Channel 36 to Channel 2, and effectively deintermix the St. Louis area, 
Needless to say Signal Hill herein affirmatively states that it will construct and 
operate KTVI on Channel 2 upon modifications of its construction permit. 

The experience and know-how of Signal Hill in bringing television to St, 
Louis are items of inestimable importance in this proceeding. Its tremendous 
financial loss in serving St. Louis is a factor the Commission should not over. 
look. In addition to the allocation of Channel 2 to St. Louis and Channel 41 to 
Springfield, the Commission may wish to delete the remaining UHF channels 
from the St. Louis area. In this manner, five additional channels may be avail- 
able for allocation to various areas not now available for such an assignment 
under the allocation tabie. Thus, a reserve of UHF channels looking toward 
the deintermixture of additional midwestern areas may be set up by the Con- 
mission for the future. Only in this way can successful deintermixture be 
accomplished and only through successful deintermixture can UHF hope to 
survive in the United States. 

ACCORDINGLY, Signal Hill shows that in this—and in similar cases in- 
volving the deintermixture of geographical areas—the Commission should be 
guided by certain general principles, looking toward the establishment of a 
vital television broadcasting industry throughout the United States. Among 
these principles three now have become apparent : 

a. UHF and VHF stations should not be located in the same city or in 
the same service area ; : 

b. An adequate number of channels must be provided for the larger cities, 
either VHF or UHF, to serve local needs; 

ec. Rural areas capable of service from UHF stations must be protected 
from the encroachment of superpower VHF, which from its superior qual- 
ities can effectively blot out the possibility of local UHF service meeting 
the immediate needs of the rural area. 

In consonance with these proposed principles Signal Hill requests that the 
Commission adopt Plan II of the petition of WICS whereby Channel 2 is deleted 
from Springfield, Illinois, and allocated to St. Louis, Missouri, and Channel 41 
is allocated to St. Louis, Missouri; and further, Signal Hill requests that an 
order to show cause be issued as to why KTVI should not substitute Channel 2 
for Channel 36 and continue its operations in the very high frequencies, rather 
than on the ultra high frequencies presently authorized. 

Respectfully submitted. 

SIGNAL Hitt TELECASTING Corp. 
By 
WILLIAM A, ROBERTS, 
JULIAN P. FRERET, 


MoNROE OPPENHEIMER, 


—$ $$ $e 


Its Attorneys. 


Of Counsel: 
Roberts & McInnis 
600 Continental Bldg. 
1012-14th Street N.W. 
Washington 5, D.C. 
May 10, 1955. 
CERTIFICATE OF SERVICE 


I, Ivan N. Dietrich, the undersigned, certify that I have this 10th day of May, 
1955, deposited a copy of the foregoing “Comments In Support Of Petition For 
Rule Making And For Order To Show Cause” in the United States mail, postage 
prepaid, addressed to the following: 

McKenna and Wilkinson, Esqs., 1735 DeSales Street NW., Washington 
6, D.C., Attorneys for Plains Television Corp. 
Hogan and Hartson, Esqs., Colorado Building, Washington 5, D.C. 
Cohn & Marks, Esqs., Cafritz Building, Washington 6, D.C. 
Ivan N. DIETRICH. 
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Mr. Currrorp. Also, Mr. Chairman, yesterday, reference was made 
to two industry publications that contained some advance informa- 
tion regarding certain findings of the Commission. 

A certain portion of those were read. We stated that we would 
have them photostated, and that we would offer them for the purpose 
ofthe record. I hand those to Mr. Lishman at this time. 

The Coairman. They will be received. 

(The documents referred to follow :) 


{From Broadcasting Telecasting, vol. 52, No. 3, Jan. 21, 1957] 
FCC ACTS TO CLEAR KEY MARKET V’S 


CBS Gers CHANNEL 11, St. Louis; Fourth WHF To Bre Movep IN—TuHrrp V 
GRANTS SoOoN FOR BosToN, MIAMI, INDIANAPOLIS—VHE DEINTERMIXTURE DE- 
CISIONS LEAK DESPITE PRECAUTIONS 


The FCC last week grappled with two big projects: 

1. To clean up with greatest possible dispatch pending television cases (in- 
cluding deintermixture proposals) which would add needed facilities in a num- 
per of major markets. 

2. To prevent the action from leaking in advance of formal release of the 
written opinions. 

Both happened. A half dozen important cases were decided. And the results 
promptly leaked all over the country. Because no FCC action is final until 
the formal decision is released, constituting “publication” in the legal sense, 
there is always the possibility that votes can shift, and thus reverse a previous 
tentative decision. The FCC insists that until the final decision is released 
the status is simply that of a “straw vote” or of instructions to the staff to write 
an opinion a given way, subject to approval at a subsequent meeting. 

That was the status of last week’s actions, taken on Monday and Wednesday. 
Presumably, they will not be “reviewed” for final action until the full seven-man 
Commission convenes again on February 6 or thereabouts. Meanwhile, the FCC 
will meet on noncontroversial matters at regular Wednesday sessions, or as 
called by Chairman George C. McConnaughey. 

But the leak situation became so rampant last week that one Commissioner 
proposed that they announce their decisions immediately after action in skele- 
ton form, with the formal opinions to follow when completed by the Opinions 
and Review Office—the FCC’s final decision writing team. 

There was another proposal that the FBI be called in to ferret out who is leak- 
ing to whom. Commander Robert E. Lee is a former FBI official. 

Here is what seeped out of Commission meetings last week : 

St. Louis: Channel 11 granted to CBS by a 4-2-1 vote. 

St. Louis: Channel 2 moved from Springfield, Ill., to St. Louis and to be 
awarded to KTVI (TV) St. Louis (now on channel 36). 

New Orleans: Channel 12 proposed to be moved to New Orleans and to Beau- 
mont-Port Arthur, Tex.; plus channel 3 to Lake Charles or Lafayette, La., and 
channel 11 to Houma, La. And channel 4 WWL-TV New Orleans released from 
its no-construction bind. 

Peoria, Ill. : Channel 8 moved from Peoria to Rock Island, Ill. 


New Loox ror 14 TV Markets—Ir FCC Vores Hotp 


The status of those cities where the Commission has moved, more or less 
definitely, is shown below. 

St. Louis: Present stations operating are channel 4 KWK-TYV, channel 5 KSD- 
TV, educational channel 9 KETC (TV), and channel 36 KTVI (TV). Channel 2 
is proposed to be moved in from Springfield, Ill., for KTVI. Channel 11 is 
scheduled to be granted to CBS. 

Springfield, I1].: WMAY-TV holds a ep for channel 2 (which is scheduled to 
be moved to St. Louis), and WICS (TV) is operating on channel 20. WMAY-TV 
is scheduled to be given channel 36 (from St. Louis). 

New Orleans: Has two stations operating: channel 6 WDSU-TV and channel 
20 WJMR-TV. The other VHF channel 4 is held by WWL-TYV, not on the air 
yet. Grants are held by educational channel 8 WYES (TV) and commercial 
channel 26 WCKG (TV) and channel 32 WWEZ-TV. Commission’s disposition 
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apparently is to add channel 12 to give the city three commercial VHF outlets ang 
to remove the condition on the WWL-T'YV grant. 

Beaumont-Port Arthur—KFDM-TYV is operating on channel 6; KBMT (Ty) 
holds a construction permit for channel 31. Port Arthur channel 4 scheduled 
to go to Port Arthur College. Commission proposes to move channel 12 to this 
area. 

Lake Charles, La.: KPLC—TV is operating on channel 7; KTAG (TV) operates 
on channel 25. Commission proposes to move channel 3 to Lake Charles or 
Lafayette, La. 

Lafayette, La.: KLFY-TV operates on channel 10. Commission proposes to 
move channel 3 to Lafayette or Lake Charles, La. 

Houma, La.: Channel 30, ungranted and unsought, is allocated there. FCC 
proposes to allocate channel 11 to Houma. 

Peoria: WEEK-TV on channel 43 and WTVH (TV) on channel 19 are oper. 
ating. WIRL-TV holds grant for channel 8, but is prohibited from building. FCQ 
proposed to move channel § to Rock Island area, give WIRL—TV channel 25. 

Rock Island, 0l.: WHBF-TY operates on channel 4. Commission is moving to 
put channel § in Rock Island from Peoria. 

Hartford, Conn.: WHCT (TV) on channel 18 is operating. WTIC holds 
grant for channel 3 but is prohibited from building. FCC action denying pro 
posal to move channel 8 to Providence, R.I., area would mean WTIC could 
begin building. 

Miami, Fla.: WTVJ (TV) on channel 4, WCKT (TV) on channel 7, educational 
WTHS-TYV on channel 2, WGBS-TV on channel 23, and WITV (TV) on channe 
17 are operating. WMFL (TV) holds a grant for channel 33. Commission has 
still to make a final grant for channel 10 (National Airlines subsidiary Publie 
Services TV, Inc., is favored, but WKAT Miami was recommended in initial 
decision). FCC also proposes to add channel 6 to Miami. 

Boston, Mass.: WBZ-TV on channel 4, WNAC-—TYV on channel 7 and educa- 
tional WGBH-TV on channel 2 are operating. Some service is supplied by 
channel 9 WMUR-TV Manchester, N.H. Holding grants are channel 38 WXEL 
(TV) and channel 44 WJDW (TV). Commission leans to issuing final grant 
of channel 5 to WHDH Boston. 

Seattle, Wash.: Operating are KOMO~-TYV on channel 4, KING—TV on channel 
5, KTNT-TV on channel 11, KTVW (TV) on channel 13 and educational KCT§ 
(TV) on channel 9. FCC appears ready to grant channel 7 to KIRO that city, 

Indianapolis, Ind.: Operating are WFBM-TV on channel 6, WISH-TYV on 
channel 8 and WTTV (TV) Bloomington, Ind., on channel 4. The FCC seems 
ready to assign channel 13 to Crosley Broadcasting Co. 


[From Television Digest with Electronic Reports, Jan. 19, 1957] 
SUMMARY-INDEX OF THE WEEK’S NEWS—JANUARY 19, 1957 


FCC votes tentatively to deintermix Peoria and Springfield, let Hartford 
alone, add channel 12 to New Orleans. CBS favored for St. Louis, airline for 
Miami (p.1). 

Burns succeeds Folsom as president of RCA, emphasizing management re 
sponsibilities ; Folsom heads executive committee (p. 2). 

Phileo antitrust suit charges “patent pool’ monopoly by RCA, GE, AT & T, 
asks $150 million treble damages, ban on package licensing (pp. 2 and 7). 

Edward Lamb’s WICU, Erie, due for renewal, FCC instructing staff to write 
decision finding Communist association charges unproved (p. 3). 

TV in 76.1 percent of homes as of last August, indicating current saturation of 
about 78 percent. ARF study also shows 5.5 percent multiple-set households 
(pp. 4 and 7). 

Prototype school-TV project now feeds 56 half-hour sessions to 8 schools in 
Hagerstown, Md., on 3-channel cable in RETMA-supported 5-year experiment 
(p. 4). 

High TV unit sales foreseen by many NARDA dealers for 1957, with progres 
sively warmer attitude toward color. Reassurances given on factory servicing 
(p. 10). 

Several DuMont resignations inspire rumors company plans to quite TV 
production or merge. President David Schultz says intention is to stay in TV (p. 
12). 
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Defense electronics procurement to rise in fiscal 1958 due to 35-percent step-up 
in missiles; $2,733 billion spent for electronics in fiscal 1956 (p. 13). 

Dropouts of contestants presage VHF grants in Port Arthur, Tex.; Laurel, 
Miss.; Casper, Wyo. KHUM, Eureka, Cal., gets channel 13; 4 translator CPs 

. 6). 

Piece new starter in 6 weeks is San Antonio’s KONO-TV (channel 12), join- 
ing city’s three others. Reports on other upcoming stations (p. 6). 

AMPEX videotape deliveries postponed to November for “improvements.” 
NBC-TV to begin first coast-to-coast taped show; networks to tape Inaugura- 


tion (p. 8). 
FCO Moves ON ALLOCATIONS, St. Louris AND MIAMI CP’s 


This was a big week for FCC, as it took big bite into tough deintermixture 
cases, St. Louis and Miama VHF hearing cases and the Edward Lamb decision 

a) 

* Miata action was most decisive yet. Though decisions voted are 
still tentative, comprising instructions to staff and supposed to be confidential, 
they became known quickly. Here’s what Commission voted, with final consid- 
eration due to come February 5: Move channel 8 from Peoria to Rock Island; 
move channel 2 from Springfield, Ill., to St. Louis and Terre Haute; keep channel 
8 in Hartford; add channel 12 to New Orleans, also to Beaumont-Port Arthur, 
Tex.; add channel 3 to Lake Charles, La., channel 11 to Houma, La. At same 
time, Commission told staff to come up with “appropriate document” to shift 
St. Louis’ KT VI from channel 36 to channel 2. It also would amend conditional 
CP of WMAY-TYV, Springfield, from channel 2 to channel 36, and the conditional 
CP of WIRL-TV, Peoria, from channel 8 to a UHF channel. Commission dis- 
cussed Commissioner Craven’s proposal for dropping fixed allocation table (vol. 
13:1), came to no conclusion. 

Votes were said to be 4-3 on Peoria and Hartford, 5-2 on Springfield, 6-1 on 
New Orleans. With 2 of the cases so close, it’s not inconceivable that final deci- 
sion could bring reverses, but that’s considered unlikely. 

Everyone is trying to read into this week’s votes portents for action on other 
deintermixture cases February 5—and consensus seems to be that Commission 
isn’t disposed to shift operating VHF stations in Madison, Evansville, and Fresno 
to UHF. Addition of VHF channels, where proposed, is quite probable. 

Springfield-St. Louis case is one of most ticklish. Though FCC desires to turn 
channel 2 over to KTVI, it’s aware that this might be difficult or impossible 
without giving other applicants crack at the multi-million-dollar channel. It has 
directed General Counsel Warren Baker to study the problem. 


The Cuarrman. Mr. Lishman, you may proceed where you left off 
yesterday. 

Mr. Lisuman. Mr. Tenenbaum, did Signal Hill enter into a con- 
tract with the General Electric Co. for equipment for channel 2 on 
January 18, 1957? 

Mr. TeNenBAUM. We signed the contract then, sir. 

Mr. LisomMan. Was that a conditional contract ? 

Mr. Tenenpaum. That was a conditional contract. It had a can- 
cellation clause within the contract itself. 

Mr. Lisoman. What was the condition in this contract ? 

Mr. Tenenspaum. The condition was that there would be a can- 
cellation charge for what the obligation that they had gone through, 
that General Electric had gone through, in whatever work they had 
done. But our payment of $21,000, they stated, was more than suf- 
ficient to cover any such charges. 

Mr. Lisoman. Mr. Tenenbaum, do you know any of the officials 
of WMAY-TYV in Springfield ? 

Mr. Tenepaum. Yes, sir. 

Mr. Lisoman. Do you know Mr. Gordon Sherman ? 

Mr. TenENBAUM. I do, sir. 

Mr. Lisoman. Do you know Mr, Richard Cohen ? 
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Mr. Tenenzaum. No, sir. 

Mr. Lisuman. Did you make a trip to Springfield, Ill., and call 
on Mr. Sherman ? 

Mr. Tenenzaum. My partner and I made a trip to Springfield, 
sir, in the spring of 1956, but it was not with the purpose of calling 
on Mr. Sherman. 

Mr. Lisoman. Why did youcall on Mr. Sherman ? 

Mr. Trenenzpaum. I had met Mr. Sherman at a dinner given by 
the agency that was handling the broadcasting of the Cardinal base- 
ball games, and Mr. Sherman attended that dinner , and I was intro- 
duced to him at that time. 

Mr. Lisuman. What did you discuss with Mr. Sherman ? 

Mr. Tenenpaum. When, sir? 

Mr. Lisuman. At Springfield, Ill? 

Mr. Tenenzpaum. Nothing of any particular consequence that I 
can remember, other than we probably talked about deintermixture 
or what have you, but not about the UHF problem. 

Mr. Lisuman. Have you had occasion to read the testimony that 
Mr. Sherman has already given before this committee? 

Mr. Tenenpaum. Yes, sir, I did, sir. 

Mr. LisHMAN. Do you find it inaccurate ? 

Mr. Tenenzaum. I don’t recall. I think that he was confused 
about the time that we had met him, that I had seen him the last 
time. The last time we saw him, as I recall it, was in August. 

Mr. Lisuman. August of what year ? 

Mr. TENENBAUM. August of 1956. 

Mr, Lisuman. Mr. Sherman testified in the spring of 1956, at a 
meeting he had with you, that you advised him that he would be 
butting his head against a stone wall to try and get channel 2. 

Mr. Tenenzavum. I think he is probably mistaken in the date. My 
partner said that at this meeting in August, I am sure he was mis- 

taken. Ithink he—I am sure he was as far as I can recall. 

Mr. Lisuman. Why do you say that in August ? 

Mr. Tenenzaum. Well, he had received a conditional grant. He 
had received a grant from the Commission at that time awarding 
him channel 2 in Springfield—awarding him the grant, but with a 
provision by the Commission that they would designate some channel. 

Mr. Lisuman. In the summer of 1956, had WMAY-TV been 
awarded channel 2? 

Mr. TrenenBAvum. I think it was in June, sir. June or July. 

June, I believe. 

Mr. Lisoman. When did channel 2 get involved in the rulemaking 
proceeding ? 

Mr. Tenensavum. The last rulemaking proceeding was in June, I 
believe the 26th, of 1956. 

Mr. Lisuatan. As I understand the record of the FCC the further 
notice of rulemaking came out on October 10, 1956. It brought in 
the change of channel 36, is that correct ? 

Mr. Tenenzaum. I think that is when the further rulemaking was 
ordered. 

Mr. Lisuman. Yet in August of that year you discussed the fact 
that channel 36 was going to be moved to Springfield with Mr. 
Sherman? 
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Mr. Tenensaum. No, sir. The discussion was that if channel 2 
came into St. Louis—that if channel 2 came into St. Louis, we were 
going to go off the air if we were not given some kind of authority 
to operate » the channel. 

Mr. Lisuman. Mr. Sherman testified that in conversations with 
you and Mr. Peltason, you indicated to him that he could pick up 
some channel 36 equipment at a bargain price. Is that correct? 

Mr. TeNENBAUM. I think it was—yes, it was said. 

Mr. LisomMan. Why in August would you be discussing with him 
the acquisition of channel 36 equipment when the Commission had 
not even taken any steps to include channel 36 in the rulemaking 
proceeding ? 

Mr. Tenenzpaum. It was not a discussion. It was one or two sen- 
tences. But the discussion, sir, if you want to call it that, was that 
channel 2 was a subject of rulemaking at that time, and it was to 
be considered for moving to St. Louis. If it came in and we did not 
get it, we were going to go off the air. 

Mr. Lisuman. Why did you think that Mr. Sherman would be 
interested in buying channel 36 equipment when channel 36 was not 
even in the rulemaking proceeding then pending ? 

Mr. Tenensaum. I think my partner said something about going 
for it. I didn’t pay too much attention to it, sir. 

Mr. Lisuman. Is it a fact that Sangamon Television Co. won the 
initial decision in the comparative hearing on channel 2? 

Mr. TeNENBAUM. No, sir. The examiner had favored the Sanga- 
mon in his initial decision. 

Mr. LisuMman. That is the question. That is the fact, that the 
examiner favored ? 

Mr. TenenBaum. Right, sir. 

Mr. Lisuman. When you went to Springfield, Ill., did you go and 
call on Mr. Keller, the head of Sangamon Television? 

Mr. TENENBAUM. No, sir; I did not know Mr. Keller. 

Mr. Lisuman. At that time he had won the initial decision on 
channel 2? 

Mr. TeNeNBAUM. That is correct. He had won the examiner’s 
decision. 

Mr. Lisuman. On page 8 of your statement you refer to telecasting 
the St. Louis Cardinal games. 

Mr. TENENBAUM. Yes, sir. 

Mr. Lisuman. Have you in the past or St. Louis in the past tele- 
vised all of their away-from-home games? 

Mr. Tenenpaum. In the past, I think the first time that we did— 
we have televised only their away-from-home games. 

Mr. LisumMan. Are you protesting now about televising the away 
games ¢ 

Mr. Tenenpaum. No, sir. Will you ask me that again, sir? 

Mr. Lisuman. I asked if you were now protesting televising all 
the away games of the St. Louis Cardinals. 

Mr. TenenBaum. At the present time? 

Mr. Lisuman. Yes. 

Mr. TenenBAuM. No, sir. 

Mr. Lisuman. Do you intend to continue telecasting their away 
games? 
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Mr. TenensBaum. We will, sir, unless another station comes in, and 
if our competitors don’t take it away from us. 

Mr. Lisuman. When did you sign your primary ABC affiliation? 

Mr. TenenzBaum. Well, the primary affiliation was signed, I believe, 
in December of 1956. We had an affiliation agreement with them, 
on our UHF station, and had for a number of years. 

Mr. Lisuman. Do you know a Mr. Charles Stedman, a lawyer in 
Cleveland ? 

Mr. TENENBAUM. Yes, sir. 

Mr. Lisoman. Was he of any assistance to you at the Federal 
Communications Commission ? 

Mr. Tenenspaum. Absolutely not. 

Mr. Lisuman. Did he make any representations to anyone at the 
Federal Communications Commission on your behalf ? 

Mr. Tenenpaum. No, sir. 

Mr. Lisoman. Could you name the persons who have made repre- 
sentations on behalf of Signal Hill to anyone at the Federal Com- 
munications Commission ¢ 

Mr. Tenenspaum. I don’t know of any, sir. 

Mr. LisumMan. You don’t know of any? 

Mr. TeNENBAUM. That have made representations. 

Mr. Lisoman. Who were your counsel before the FCC in the rule- 
making proceeding ? 

Mr. TeENENBAUM. Well, our counsel before the FCC was a Mr. 
Monroe Oppenheimer, and Mr. Roberts of Roberts & McInnis. 

Mr. Movtper (presiding). Where are they? 

Mr. Lisuman. Mr. Oppenheimer is with what firm ? 

Mr. Tenenpaum. Mr. Oppenheimer is with Sher, Oppenheimer & 
Harris. 

Mr. Lisuman. Where is that located ? 

Mr. Tenensaum. Washington. 

Mr. Lisuman. And Mr. Roberts is with Roberts & McInnis in 
Washington ? 

Mr. TenenBAUM. Right, and we had further counsel in Mr. Robert 
F, Jones. 

Mr. Lisuman. Was Robert F. Jones counsel of record in the pro- 
ceeding ? 

Mr. Tenenspaum. I don’t think he was, sir. 

Mr. Lisuman. Did you tell the other attorneys that you had hired 
Mr. Robert F. Jones to be counsel for you in this proceeding ? 

Mr. TenenpAum. I told Mr. Oppenheimer but not C ‘olonel Roberts. 

Mr. Lisuman. In other words, Mr. Roberts, who was representing 
you in the proceeding, was unaware of the fact that you had another 
attorney also representing you but not of record? 

Mr. TenensAum. That is correct, sir. 

Mr. Lisuman. Did you inform the Commission that Mr. Robert F. 
Jones was your attorney in this matter ¢ 

Mr. Tenenzaum. I know that I did not. 

Mr. Lisoman. Well, why didn’t you ? 

Mr. Tenensaum. I was told it was not necessary. 

Mr. Lisoman. Who told you it was not necessary ? 

Mr. Tenenspaum. Either Mr. Oppenheimer or Mr. Jones, that it 
was not necessary. 
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Mr. Mouwper. What services did he perform, the attorney who was 
not an attorney of record ? 

Mr. Tenenspaum. Well, let me tell you this: When we first had 
occasion, when we filed for the Signal Hill, for channel 54, we em- 
ploy ed Mr. Monroe Oppenheimer, : a person whom we had known in 
St. Louis for about 30 years, we employed him as our counsel to file 
these papers. 

Later, when I was a member of the Ultra High Frequency Asso- 
ciation, I had met Col. William Roberts, who represented that asso- 
ciation, and I came to know him. He was a communications lawyer, 
and I suggested to my partner that we hire Colonel Roberts as Mr. 
Oppenheimer was really a corporation lawyer. 

After we got into the deintermixture, after the Commission ordered 
deintermixture i in the summer of 1956, we found that there was a dif- 
ference of opinion between Mr. Oppenheimer and Colonel Roberts, 
and Mr. Roberts was a communications lawyer and Mr. Oppenheimer 
was a corporation lawyer, and the differences bothered us, bothered 
me. I called my partner and told him that I thought we needed or 
that I would like to have additional counsel. 

I had known Mr. Jones since 1954. I knew he was an expert in his 
field, and I felt that he was the man that I wanted to hire, and I did. 

Mr. Moutper. Thank you. 

Mr. Lisuman. Mr. Tenenbaum, what was the difference of opinion 
between Mr. Oppenheimer and Colonel Roberts ? 

Mr. Tenenpaum. The differences were several. One was this: I 
think that Colonel Roberts at that time, in discussing matters of pro- 
cedure and what we should do, felt that we could get a permit from 
the Commission, a permanent permit, whereas Mr. ‘Oppenheimer felt 
it would be more conservative if we were to proceed on the basis of 
getting a temporary authority which would carry with that the com- 
parative hearings, which we would probably have to go through. 

I was confused. I knew it was a matter of great importance to us. 
I felt that I would like to hire additional counsel. 

Mr. Lisuman. On what date did you hire Mr. Jones? 

Mr. TenenBaum. I think it was in September of 1956. 

Mr. Lisoman. September what? 

Mr. Tenensaum. September of 1956. 

Mr. Lisuman. Do you know what date in September ? 

Mr. TenensAum. I don’t, sir. 

Mr. Lisuman. Well, did you pay Mr. Jones $55,000 for his services? 

ane TeNENBAUM. No, sir. I retained Mr. Jones. His retainer fee 
was $5,000. His total fee was $55,000, but at that time I paid hima 
retainer of $5,000. 

Mr. Lisoman. When did you pay the balance of the $50,000? 

Mr. TenenBaum. It was after we had—it was about 9 months later, 
to answer your question, sir. 

Mr. Lisuman. And did you pay $47,000 to Sher, Oppenheimer & 
Harris? 

Mr. TENENBAUM. Yes, sir. 

Mr. Lisuman. Was that for their services in connection with repre- 
sentation of you in the rulemaking proceeding ? 

Mr. Tenenpaum. No, sir; that was from, I think, the time we hired 
them, which I think was in 1952, when we employed them. 
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Mr. Lisoman. Do you owe them now $64,000 ? 

Mr. Tenenpaum. Yes, sir. 

Mr. Lisoman. Could you give us a breakdown of the $47,000 paid 
and the $64,000 owing so as to let us know how much was charged for 
their representation of Signal Hill in the channel 2 proceeding ? 

Mr. Tenrenpavum. I believe that could be had. 

Mr. Lisoman. What was that? 

Mr. Tenrensaum. I think probably that could be had; yes, sir. I 
will be glad to get it for you. 

Mr. Lisuman. Mr. Chairman, I would like to have the record show 
the breakdown of the bills for services of Sher, Oppenheimer & Harris, 
so as to set forth the amount of the $47,000 and $64,000 shown here 
attributable to their services in representing Signal Hill Co. in the 
channel 2 rulemaking proceeding. 

Mr. Movtper. Without objection, counsel will proceed along that 
line. 

Mr. Cuirrorp. We will procure that, Mr. Chairman, and deliver that 
to counsel. 

Mr. Moutper. I did not understand the request. 

Mr. Lisaman. I wanted a breakdown for the record of the bills 
they received from Sher, Oppenheimer & Harris, to show the amount 
attributable in that bill to representation of Signal Hill in the channel 
2 proceeding, because apparently the total amount of the bill includes 
services other than representation in the TV case. 

Mr. Moutper. You say you do not have that information ? 

Mr. Lisuman. No, sir; we do not have the breakdown. 

Mr. Moutper. I understand Mr. Clifford to say that that informa- 
tion will be furnished to the committee ? 

Mr. Cuirrorp. Yes. The fact is, Mr. Chairman, that the services 
he is referring to were extended to the company over a period of 6 
years. As I understand counsel, he wants that part of the bill that 
is attributable to the channel 2 proceeding. We will get a breakdown 
from Mr. Oppenheimer and we will deliver that to counsel. 

Mr. Moutper. Is that what you want? 

Mr. Lisuman. Yes, Mr. Chairman. 

Mr. Tenenbaum, is it a fact that the firm of Roberts & McInnis 
really had control of your legal representation in the rulemaking 
proceeding ? 

Mr. Tenenbaum. No, sir; I don’t think so. They were attorney of 
record along with Mr. Oppenheimer. 

Mr. Lisuman. Is it a fact that they or that firm prepared the papers 
filed on behalf of Signal Hill in that proceeding ? 

Mr. TenenBAuM. No, sir. They may have been a part of it, but 
they did not, sir. 

What happened there, and I would like to explain this to you, was 
when Mr. Roberts, during the year of 1956, when this work began to 
be very heavy, was busy on other hearings which he had, and he also 
was very active in Senator Kefauver’s campaign for nomination for 
the Presidency, and traveled a great deal with him, and he also was 
active when the Senator was the vice presidential candidate. 

At that time was when we felt we needed other services. 

Mr. Lisuman. Is it a fact that the firm of Roberts & McInnis pre- 
pared the major part of the papers on behalf of Signal Hill which 
were filed in the proceedings ? 
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Mr. TeNENBAUM. Very definitely not. 

Mr. LisuMan. Is it a fact that the major part of the papers pre- 

ared and filed on behalf of Signal Hill in those proceedings was ac- 
complished by Sher-Oppenhiemer ? ; 

Mr. Tenensaum. No, sir, what happened was this, Mr. Lishman. 
We told Mr. Jones when we hired him, retained him, that we had a 

ersonality problem; that there were differences of opinion between 
Mr. Oppenheimer and Colonel Roberts, and we felt that Colonel 
Roberts, being a specialist in his field would resent our hiring Mr. 
Jones, who was a specialist in the same field. 

We knew that Mr. Oppenheimer, whom we had known for years, 
and knew that he was more of a corporation lawyer—with him we 
would not have that personality problem. 

Mr. Lisuman. Is it a fact that you paid for the services of Roberts 
& McInnis where they commanded a fee of $25,000 ? 

Mr. TenenBAuUM. That is correct, sir. 

Mr. Lisoman. Of which $5,000 has been paid ? 

Mr. TenenBAuM. That is correct, sir. 

Mr. Lisuman. And the balance of $20,000 is owing ? 

Mr. TeNENBAUM. We have given him notes for that. 

Mr. LisuomMan. But the $55,000 for Mr. Robert Jones has been paid 
in full? 

Mr. Tenenbaum. That has been paid in full. 

Mr. Lisoman. Why was Mr. Jones’ bill paid in full rather than 
Roberts & McInnis? 

Mr. TenenBAUM. Our deal with Colonel Roberts was for a fee of 
$25,000 and I believe it was payable if we were awarded the channel. 
It was a contingent fee. 

Mr. LisHman. What was the balance of that? 

Mr. TenENBAUM. Mr. Roberts’ fee was $25,000. 

Mr. Lisuman. Do I understand you to testify that $25,000 of Mr. 
Jones’ fee was contingent upon your getting the license? 

Mr. TenENBAUM. No, sir. I thought you were talking about Mr. 
Roberts’ fee. 

Mr. Lisoman. I was originally. Now I have switched over to 
Mr. Jones. 

Mr. Tenensaum. All right,sir. No, sir. 

Mr. Moss. Mr. Chairman? 

Mr. Moutper. Mr. Moss. 

Mr. Moss. Mr. Roberts’ fee of $25,000, $5,000 of which has been 
paid, with $20,000 owing, is it my understanding that $25,000 was 
to be paid when a channel was granted ? 

Mr. Tenenzaum. No, sir. Our fee originally, when we first hired 
Mr. Roberts, was to pay him a $25,000 fee. 

Mr. Moss. Just a few minutes ago you made the statement that 
$20,000 was to be paid when you secured a channel. I wanted to have 
that clarified. 

Mr. TenenBAuM. All of it, sir; the $25,000. 

Mr. Moss. Let’s start over again. We have $5,000 paid and $20,000 
owing. 

Mr. TenenBAUM. That $5,000 was paid recently. 

Mr. Moss. When is the $20,000 to be paid ? 

Mr. Tenenpaum. I think he has notes payable in October. 
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Mr. Moss. Then there is a set time and it is not contingent on 
securing a channel ? 

Mr. Tenenpaum. No, sir. 

Mr. Moss. Was it ever contingent on securing a channel ? 

Mr. Trenenzaum. Well, it was not contingent upon securing q 
channel. As I remember, he was to do our work regarding movin 
over to—we went from channel 54 to channel 36, and then his is 
continued on, sir. 

Mr. Moss. In other words, your agreement with him was for 4 
firm fee of $25,000, win, lose, or draw ? 

Mr. Trenensaum. No, sir; it was contingent on—I think at that 
time there was some talk on channels which might be dropped in. 

Mr. Moss. Let’s tie it right down. I think this is a very reason- 
able question. You have now told me that it was not contingent 
upon the channel, and you have also told me that it was contingent 
upon the channel. Now what is the story ? 

Mr. TenENBAUM. I was confused as to the channel that we finally 
got, channel 2, sir, and any other channel. 

Mr. Moss. Was it contingent upon your securing a channel? 

Mr. Tenensaum. I am not quite sure. I would like to review that, 
It was for legal work and also I believe that in Mr. Roberts’ mind 
the Commission had been talki ing about maybe channels that would 
not be full channels but directionalized channels. That is the chan- 
nel I was referring to in Mr. Roberts’ fee, that they were directional- 
ized. In other words, there was talk of making channels that would 


go not quite up here or one way. This was one of the things that was | 


being discussed in the Commission at that time, but it was never 
done. 

Mr. Moss. Then, as you recall at the moment, you are inclined to 
think perhaps there was the question of securing a channel tied into 
the fee that Colonel Roberts would receive? 

Mr. Tenensaum. Yes. The differences were that I was thinking 
in terms of channel 2, which we finally got, and this other type channel. 

Mr. Moss. The agreement was merely contingent upon getting a 
channel ? 

Mr. TenenzAum. I[ think that is correct, sir; yes, sir. 

Mr. Movutprr. Mr. Tenenbaum, I hate to interrupt the counsel's 
interrogation, but you were here in Washington frequently and for 

rolonged periods of time while this matter was pending before the 
tent Communications Commission, were you not? 

Mr. Tenensaum. I was here very frequently; yes, sir. 

Mr. Mourper. While you were here, isn’t it a fact that you made 
Mr. Lee’s office your headquarters ? 

Mr. TenenBAum. That is not true, sir. 

Mr. Movutprr. Were you in his office frequently ¢ 

Mr. TENENBAUM. I was in all the Commissioners’ offices, Mr. Chair- 
man. What I would do would be to go from office to office, if I had 
a problem to discuss, or if we were talking about problems of the 
UHF Association, if we were talking about deintermixture. I would 
come here and would go from office to office, and I think that I would 
see whatever Commissioners were available at that time. 

Mr. Moutper. That was while these questions on this application 
were pending ? 
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Mr. TenENBAUM. This was on rulemaking, sir. I never came here 
at any time that we had a comparative hearing or an adversary. 

Mr. Moutper. While you were in Mr. Lee’s office, did you call or 
contact any other member of the Commission from his office ? 

Mr. TeNENBAUM. Only to possibly have his secretary call to see if 
this Commissioner was in, so that I would go right on down the hall. 
But I was going from Commissioner to Commissioner. 

Mr. Moutper. I will yield to Mr. Moss. 

Mr. Moss. In the rulemaking procedure, during this time were you 
actively seeking channel 2 and hoping to get it under a rulemaking 
proc eeding , 

Mr. Tenensaum. Duri ing part of this time; yes, sir. 

Mr. Moss. So that while you regarded it as rulemaking, neverthe- 
less, you were actively seeking it not in a comparative hearing, but in 
a rulemaking procedure, to secure channel 2? 

Mr. Tenensavum. I believe, Mr. Moss, a fair statement of that is 
that the Commission had adopted rulemaking for deintermixing many 
channels, many areas. 

Mr. Moss. I am only interested in your part. I have no interest 
in the other at the moment. 

Mr. Tenensaum. I was interested and came down here many times, 
and the times that I came here I was as sking the Commission, “Please 
dosomething. Either do it or don’t do it.’ 

All of them. They weren’t going to just rule on channel 2, sir. 

Mr. Moss. Did you ever discuss with any member of the Commis- 
sion your desire to have channel 2? 

Mr. TenNENBAUmM. I probably discussed it with all of them, sir. 

Mr. Moss. You did discuss it with them ? 

Mr. Tenensaum. I am talking about the move of channel 2. Not 
channel 2 when we were in a comparative hearing. I never was here. 

Mr. Moss. Were you in a comparative hearing on channel 2? 

Mr. TeNeNBAUM. We were in a comparative hearing later. 

Mr. Moss. Were you in a comparative hearing on channel 2 im- 
mediately prior to having the temporary grant for channel 2? 

Mr. Tenensaum. We got the temporary grant in March or April, 
I believe, somewhere in “March or April of 1957, and we went into 
comparative hearing, I believe, in February of 1958. 

Mr. Moss. Then you went into it almost a year after you had re- 
ceived the grant of the channel ? 

Mr. Tenenpaum. Right, sir; and I never was in Washington from 
the day—even before that. 

Mr. Moss. While I have the time, I am going to take a few more 
minutes, Mr. Lishman. 

I am interested in the history here, you originally had channel 54 
in Belleville, Ill. ¢ 

Mr. TenenBaum. Right, sir. 

Mr. Moss. Did you go into a comparative hearing to secure that 
channel? 

Mr. Tenensaum. No, sir. We applied for that. There were no 
applicants against us and we were then granted the channel. 

Mr. Moss. And then you lost some considerable sums of money ? 

Mr. Tenenzavm. Right, sir. 
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Mr. Moss. And in the face of the continuing losses, you then be- 
came interested in St. Louis, where two UHF channels had recently 
gone off the air? 

Mr. TeNENBAUM. We became interested in one channel there; yes, 
sir. 
Mr. Moss. Well, but I say where two UHF channels had recently 
gone off the air. 

Mr. TreNENBAUM. Yes, but we were in the same area. We were 
right across the river, Mr. Moss, to make it clear to you. We were 
three UHF channels. 

Mr. Moss. But your channel was 54 in Belleville. 

Mr. TenNENBAUM. Our tour was right across the river. 

Mr. Moss. And in St. Louis at that time, channel 14 and channel 
36 went off the air? 

Mr. Tenensaum. Right, sir. 

You have to—— 

Mr. Moss. You had a VHF come into operation. 

Mr. Tenenspaum. Can I answer the question, I believe, this way—— 

Mr. Moss. I really would prefer that you answer mine, if you would. 

Mr. Tenensaum. Do you mind repeating what you are saying? 
Give me the times. 

Mr. Moss. While you were operating channel 54 you became in- 
terested in moving across the river to St. Louis. 

Mr. TenenBaum. That is correct. 

Mr. Moss. And you applied for transfer to St. Louis ? 

Mr. Tenenpaum. That is correct. 

Mr. Moss. In applying for it, you sought channel 36, I believe you 
testified because you could make a more advantageous deal of the 
equipment and the studios and they were preferable to the 14 
equipment. 

Mr. Tenenpaum. They were centrally located with fine studios. 

Mr. Moss. The history of your operation to this point, to the point 
of the application for transfer, was one of substantial losses. 

Mr. Tenensaum. We had lost a lot of money ; yes, sir. 

Mr. Moss. In the history of 36 and 14, apparently, it was one of 
substantial loss ? 

Mr. Tenenzpaum. That is correct, sir. 

Mr. Moss. In spite of this loss, you determined that you would risk 
additional funds and seek the opportunity to operate in St. Louis 
proper? 

Mr. Trenenspaum. That is also correct. And when we moved to St. 
Louis, we had had 250,000 watts of power. We increased our power 
to a half million watts. 

Mr. Moss. How much did that cost you ? 

Mr. Tenenpaum. I think we committed ourselves for about $65,000. 

Mr. Moss. On either of these operations, 54 or 36, did you have 
affiliation ? 

Mr. Tenenzpaum. On 54 or 36 we had a per program agreement 
with KBS, we had a per program agreement—— ; 

Mr. Moss. The answer is no, you had no affiliation ? 

Mr. Tenenpavum. Affiliation? Let me say a secondary affiliation. 

Mr. Moss. You continued to lose money ? P 

Mr. TenEenBAUM. That is correct, sir. 
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Mr. Moss. Where did you first or when did you first determine to 
actively seek channel 2? 
Mr. TenenzAum. The first time we were aware of channel 2, the 
ossibility of channel 2 being put in St. Louis, was in early 1955, 
when the Plains Television Co. of Springfield petitioned the Com- 
missioners to move channel 2 from Springfield to St. Louis. 
Mr. Moss. Did you ever have any interest at all in any other 
telecasting operation ? 
Mr. TenenBAUM. No, sir. 
Mr. Moss. None whatsoever ? 
Mr. TenenBAuM. None whatsoever; no, sir. 
Mr. Moss. Or did any of the stockholders of your company ? 
Mr. TenensAum. No, sir. 
Mr. Moss. Up until February of 1958, you operated at various times 
three separate channels, and until that time you had never gone into a 
og ative hearing ? 
r. TeNENBAUM. That is correct, sir. 
Mr. Moss. But you frequently contacted members of the Commis- 
sion on matters of interest to you ? 
Mr. TenenzAum. Prior to that time. 

Mr. Moss. Prior to February of 1958. 

Mr. TenenBAuM. Right, sir. 

Mr. Moss. Now, since February of 1958, have you ever contacted 
any members of the Commission ? 

Mr. Tenenpaum. No, sir. 

Mr. Moss. No contact whatsoever ? 

Mr. Tenenpaum. None whatsoever. 

Mr. Moss. Those are all the questions I have. 

Mr. Harris. The Chairman. 

The CHarrMan. You may proceed. 

Mr. Lisuman. After October 10, 1956, Mr. Tenenbaum, what Com- 
missioners did you see? 

Mr. Tenensaum. After October 10? 

I met or I probably saw all of them. I will say I saw all of them. 

Mr. Lisuman. Did you ask for channel 2 from any of them? 

Mr. TeNENBAUM. I : ras talking about the deintermixture 
plan which they had srapousd in their rulemaking. 

Mr. Lisnman. Did you ask for 

Mr. Wiu1ams. May I interrupt at this point? What is the sig- 
nificance of the date of October 10? 

Mr. Lishman. That was the date that channel 36 was added to the 
rulemaking procedure. 

Mr. Wiiu1ams. Thank you. 

, Mr. LisuMan. The question I asked was: Did you ask for channel 
2 at any of your meetings with these Commissioners? 

Mr. TeneNBAUM. We petitioned formally in these proceedings. 

Mr. Lisoman. We understand that. But did you personally ask 
the Commissioners when you were calling on them for it? 

Mr. Tenensaum. I asked the Commissioners to act on the plan 
which they had set out, because we were losing money every month 
and losing a lot. What happened was that they did this in June of 
1956, started the last proceedings in June of 1956, with comment to be 
finalized, say, by October, then it was postponed to November. Then 
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it went on to January, and then it finally went on to March. In the 
meantime, we wanted action. 

Mr. Lisuman. I understand that, Mr. Tenenbaum, but the question 
was: Did you personally ask any Commissioner for the award of 
channel 2 to Signal rp ¢ 

Mr. Trnensaum. I asked that the whole deintermixture problem, 
of which we were a part, and certainly we wanted it 

Mr. Lisuman. I submit that the answer is not 100 percent respon- 
sive. 

Mr. Moss. Would you yield for just a moment? 

I think we have had that answer in response to my question. 

Mr. Tenenbaum acknowledged that he had discussed with members 
of the Commission his desire to have channel 2, while the rulemaking 
procedure was underway. 

Mr. Mack. If you will yield, I believe he testified that he probably 
discussed it with all of them. 

Mr. Tenensaum. That is right. I said that, sir. 

Mr. Lisuman. I was trying to make this a little more accurate, if 
it is possible to get an answer to the eaten Did you ask any com- 
missioner to have channel 2 awarded to Signal Hill? 

The answer that has been given so far is that he discussed it with 
all of them, but I believe that is not neneye to the question. 

Mr. Mack. I understood that he probably had asked all of them, all 
of the Commissioners, to transfer channel 2 to Signal Hill. 

The Cuatrman. Couldn't we get the record straight? The facts 
show by themselves you have testified, Mr. Tenenbaum, that hereto- 
fore you probably talked to the Commissioners, probably all of them, 
and today you say all of them, and you talked to them about the de- 
intermixture of Springfield moving channel 2 to St. Louis, and 36 to 
Springfield ? 

That was what you talked to them, this rulemaking thing, wasn't it? 

Mr. Trenensaum. This rulemaking yrocedure—here is how I felt. 

en, would never be moved a It was a part of a dein- 
termixture plan, and if the Commission adopted the entire plan, 
then we w “5 be part of it. 

The CuHarrman. You can state whether or not you talked to them 
about the rulemaking procedure they had before them for this pur- 
pose. 

Mr. Tenensaum. I did, sir. 

The CuHarrMan. You did talk to them? 

Mr. Tenensaum. Right, sir. 

The Cuarrman. And knowing, of course, or expecting, that if chan- 
nel 2 went to St. Louis, you would have good opportunity to get it? 

Mr. Tenenzaum. That is correct, sir. 

The CuartrMan. Well, that answers the question. 

Mr. Moutper. Mr. Chairman ? 

The Cuarrman. Yes, Mr. Moulder. 

Mr. Movutper. This discussion was had in privacy in their offices, 
not while they were sitting in a body as the Commission ? 

Mr. Tenenpaum. That is correct, sir. 

Mr. Lisuman. Mr. Tenenbaum, did you get a statement for $55,000 
for the services of Mr. Robert F. Jones? 
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Mr. TeNENBAUM. We went in. I went to see Mr. Jones. We had 
aid him $5,000 and we agreed that we would pay him an additional 
50,000. 

Mr. LisHMAN. When did yousee Mr. Jones? 

Mr. TenenBAvuM. I think it was in May of 1957. 

Mr. Lisoman. May of 1956? 

Mr. TenenBAum. 1957, sir. 

Mr. Lisoman. May of 1957? 

Mr. Tenensaum. Right. 

Mr. LisumMan. Was that the first time you saw Mr. Jones? 

Mr. TenenzAum. No, I got the first bill, I think, from Mr. Jones, 

after we retained him. 

Mr. Lisoman. When was that? 

Mr. TenenBAuM. That was in September of 1956. 

Mr. Lisuman. And at that time was that a written retainer with 
Mr. Jones? 

Mr. TeNENBAUM. No, sir. 

Mr. Lisuman. Did you ever get a written statement or bill from 
Mr. Jones for services ? 

Mr. TenenBavum. I think so, sir. 

Mr. Lisoman. Mr. Chairman, I think the record should show or 
should contain a copy of this bill for services of Mr. Jones in the 
amount of $55,000. 

The Cuarrman. First let me ask this question: Was that in connec- 
tion with this television matter ? 

Mr. TENENBAUM. Yes, sir. 

The CuairmAn. It had to do with the very same problem we are 
talking about ? 

Mr. Tenenzaum. Right, sir. 

The Cuarrman. Allright. It will be received. 

Mr. LisnmMan. We don’t have it. We would like to have the wit- 
ness asked to supply it. 

Mr. TenenBAuM. Wewill supply it. 

The CuHarman,. Will you make that available? 

Mr. TenENBAUM. Yes, sir. 

(The document referred to follows:) 


LAW OFFICES OF ROBERT F’. JONES 


WASHINGTON, D.C. 
JUNE 3, 1957. 
SigNAL HILt TELECASTING CorRP. 
St. Louis, Mo.: 


Fee for legal services in connection with assignment of channel 2 in St. 
Louis and authorization for Signal Hill Telecasting Corp. for tempo- 


rary operation on said channel___-----~-~ sss Said said teesiaieniegdeteaaaaacairieieeaen $55, 000 
Payment received September 25, 1956........................ 5, 000 
perment received April 96, TG lo. ncccccercdekiotetecendunde 5, 
mesmmens. received May FO) 1007 ciciiccciccictenstiasictinauncaben 25, 000 

35, 000 

IOS GO ike wa ddnnddkci tees emieadenen eae 20, 000 
Balance payable as follows: 

Note dated June 1, 1067, due Avis: 1, 1907 csciicisin cen ctdncnceewe 10, 000 

wots Gated Juné J, 1907, Glo Oct; 1, Ta ccnwcsmentiicmcmanmtiin 10, 000 


A OL sisi hvac sal cua ec a is dled 20, 000 
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Mr. Movutper. As I understand, Mr. Jones was not an attorney of 
record on any proceedings happening before the Commission ? 

Mr. Tenenzavum. I think heis an attorney. 

Mr. Movutper. I mean any proceedings had in connection with 
your problem before the Commission. 

Mr. Tenenpaum. You are asking me a legal question. I was told 
that he didn’t have to—that his name didn’t have to appear to get 
the papers that were sent to him by the Commission. 

Am I[ stating that correctly ? 

What I mean by that is that he was our attorney, but if you say 
if he is a member of the FCC, or whatever you need, the bar, I am 
sure he was. 

Mr. Movutper. Maybe I don’t make myself clear. I mean filing 
any pleading or any documents or any appearance before the Com- 
mission while sitting as a body and in session as a Commission. 

He never appeared in that respect ? 

Mr. Tenenpaum. No. Our arrangement was this, that Mr. Jones’ 
work with Mr. Oppenheimer in preparing briefs, and there were 
many of them, sir, and also work with Mr. Oppenheimer when there 
were stays asked against us in the U.S. court of appeals, of which 
there were three, and also Mr. Oppenheimer served as the clearing- 
house whenever any papers came from Colonel Roberts’ office. They 
came to Mr. Oppenheimer. Then Mr. Jones reviewed these papers 
along with Mr. Oppenheimer. 

Mr. Movtper. And I understand the fee of $55,000 covered a period 
for services on his part in the respect you have just described, covered 
the period of 9 months? 

Mr. TenensAumM. Nineor ten months, yes, sir. 

The CHarrman. In order to understand perfectly well what his 
assignment was, do I understand after the decision of the Commission, 
Mr. Jones was employed to assist on the appeal to the circuit court 
of appeals, is that true? 

Mr. Tenenpaum. I didn’t hear one of your words in there. Mr. 
Jones was hired after the deintermixture rulemaking was announced 
by the Commission, and in about 2 or 3 months after the rulemaking 
was announced we found that there was a difference of opinion be- 
tween Mr. Oppenheimer and Colonel Roberts, whom we had employed, 
and this was of such importance that I felt we should have additional 
counsel. 

In September of 1956 we retained Mr. Jones. The real work came 
when the Commission finally ordered to resolve these rulemaking 
proceedings, and then there were papers that had to be prepared in 
connection with this. Mr. Jones worked on them. But when we 
were finally awarded temporary authority to operate this channel, 
there were many actions taken against us, both at the Commission 
and in the U.S. courts of appeals. 

The CHatrman. Did you ever hire Mr. Jones before you were 
awarded channel 2 or after you were awarded channel 2? 

Mr. Tenenspaum. Before. 

The CuarrMan. But after the rulemaking for deintermixture % 

Mr. Tenensaum. That is correct. 

Mr. Lisnman. I would like to clarify that. As I first understand 
it, you first employed Mr. Jones on September 26, 1956, is that correct! 
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Mr. Tenenpavuom. If that is what you have there, that is correct. 

Mr. Lisuman. That is the information I have. 

Mr. TenENBAUM. I accept that, yes, sir. I think it was before that, 
about the 10th of the month. 

Mr. LisumMan. September 26 is the information I have. 

Mr. TenenzBaum. All right, it was in September. 

Mr. Lisuman. All right, now, at that time, channel 36 was not 
included in the rulemaking proceeding, was it ? 

Mr. TenENBAUM. No, sir. 

Mr. Lisuman. Channel 36 was first included in the rulemaking 

roceeding by the Commission, the genesis of which we have been 
unable to find, on October 10, 1956. 

In other words, 2 weeks after Mr. Jones had been retained, channel 
36 was added to the deintermixture proceedings. 

I would like to ask the witness if Mr. Jones performed any serv- 
ices or made any representations to any Commissioner respecting the 
addition of channel 36 to the deintermixture proceeding. 

Mr. Tenensaum. Not that I know, sir. 

Mr. Lisuman. Why was he hired before channel 36 was in the 
deintermixture proceeding ? 

Mr. Tenenzpaum. That had nothing to do with it, sir. 

Mr. Lisoman. Does Mr. Jones’ name appear on any pleadings filed 
in the FCC in connection with the proceeding ? 

Mr. Tenenpaum. No, sir. 

Mr. LisumMan. Does it appear on any briefs that were filed in the 
proceeding or any court proceedings? 

Mr. Tenennacm. No, sir. 


Mr. Lisuman. At this time I would like to have incorporated in 
the record a series of correspondence with the Federal Communications 
Commission, between the witness and others and various Commis- 
sioners. 

The first letter is a letter dated March 26, 1955, to Commissioner Lee 
from Mr. Tenenbaum, in which Mr. Tenenbaum states : 


Many thanks for the courtesy and time given me when I was in your office 
yesterday. I left with a warm feeling that you were aware of what problems 
we in UHF have now and will have in the future, and your openmindedness 
to our problems was reassuring to me indeed. 


TI ask that that be incorporated in the record. 
The CuarrMan. That will be received. 


(The document referred to follows :) 

Marou 26, 1955. 
Commissioner Rosert FE. Ler, 
Federal Communications Commission, 
Washington, D.C. 

DEAR COMMISSIONER LEE: Many thanks for the courtesy and time given me 
when I was in your Office yesterday. I left with a warm feeling that you are 
aware of what problems we in UHF have now, and will have in the future; and 
your openmindedness to our problems was reassuring to me indeed. 

We intend to be at the hearing that Senator Potter has called, and hope to 
see you at that time. 

With kind regards, Iam 

Sincerely yours, 


Mr. Lisuman. I would point out to the committee that this letter 
is dated 4 days before the Planes TV of Illinois first asked the FCC 
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to move channel 2 out of Illinois, or, rather, asked the FCC to deinter- 
mix Springfield. 

I would like to introduce six separate letters dated June 30, 1955, 
addressed by Mr. Tenenbaum to six different Commissioners, to Com- 
missioner Lee 

The Cuarrman. I think you better have Mr. Tenenbaum identify 
the letters. 

(The document handed to the witness. ) 

Mr. TenEenBAUM. Yes, sir, I wrote 

The Cuarrman. Do you identify the letters as having written them 
to the Commissioners ? 

Mr. Tenenpaum. Yes,sir. That is right, I do. 

The CHarrman. What are the dates of the letters ? 

Mr. TenenBAuM. June 30,1955. 

The Cuatrman. And to what Commissioners were they directed ? 

Mr. Tenenpaum. This was a letter, I think what Mr. Lishman is 
referring to, a letter that I wrote to Commissioner the Chairman, I 
think, Chairman McConnaughey, and then sent a copy of this letter 
to each Commissioner. 

Mr. Lisoman. These are different letters. 

Mr. TenENBAUM. June 3. 

The Coarrman. The letters are dated June 30. 

There is one to Commissioner Robert E. Lee, one to Commissioner 
Webster, one to Commissioner Bartley, Commissioner George C. Mc- 
Connaughey, Commissioner John C. Doerfer, Commissioner Rosel 
Hyde, and they are not identical letters. 

Since the witness has identified them, let them be included in the 
record. 

(The documents referred to follow :) 








JUNE 30, 1955. 
Commissioner BD. M. WEBSTER, 
Federal Communications Commission, 
Washington, D.C. 


My Dear CoMMISSIONER: Thank you for listening to my story when I saw 
you at the recent hearing in Washington. 

I am enclosing a schedule showing just how much and how often my partner 
and I have to put substantial sums of money into our station to keep it on the 
air. As a U with 35 percent conversions, presently competing against two 
V’s, the Lord only knows what is going to happen when channel 11 comes in 
and we have to compete with three V’s. 

We have on file with the Commission a petition in support of the Springfield, 
IlL, petition which asks you to send channel 2 out of their area (which is almost 
100 percent converted to UHF) into St. Louis, which would then make St. Louis 
a truly competitive market, one where there would be three V’s for the networks 
and an independent V which could reach all the audience and be of service to 
our fine local institutions so that they could get A time along with the national 
advertisers using the networks. 

I know you to be an engineer by profession and that in a hearing we can 
answer any questions you may have which touch on the engineering phase of 
this move, and that we will satisfy you fully that this move would be to the 
best interest of the public. 

We have a strong case and I am asking you to help us get our petition before 
the Commission. We think that as the ninth market in this country it is im- 
portant enough to be given special consideration. I know your body goes on 
vacation the first of August and it takes some time to get this petition on the 
agenda to be heard by you. I would deeply appreciate anything you can do to 
see that it does get before you. 

With warmest personal regards to you, as always, I am 

Sincerely yours, 
Harry TENENBAUM. 
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JUNE 30, 1955. 


Commissioner Rosert HE. LEs, 
Federal Communications Commission, 
Washington, D.C. 

My Dear Commissioner: Thank you again for being so kind to me when I 
was in Washington to listen to my story. I thought I would send you the en- 
closed schedule showing just how much and how often we have to put in sub- 
stantial sums of money to keep our station on the air. 8 Our situation is desper- 
ate you can easily see when one considers that as a U with 39 percent conver- 
sions we are competing against two V’s. Lord knows what is going to happen 
when we must compete against three V’s. 56 

You may know that we have filed a petition in support of the Springfield, 
Ill., petition that you send channel 2 out of a market that is almost 100 percent 
converted for UHF into St. Louis, which would make St. Louis a truly com- 
petitive market, one where there would be three V’s for the three networks and 
an independent V which could reach all the audience and be of service to our 
fine local institutions so that they could get A time along with the national 
advertisers using the networks. 

We have a strong case and I am asking you, Bob, to help us get before the 
Commission. All we want is a hearing. Our petition is on file but unless the 
Commission asks that it be sent down to get before you, it may stay there a 
long time and we think, as the ninth market in this country, it is important 
enough to be given some special consideration. I know your body goes on @ 
vacation the 1st of August and it takes some time to get this petition on the 
agenda to be heard by you. I would deeply appreciate anything you can do to 
see that it does get before you. 

I sincerely meant my invitation to you. I would like for you to come out 
to St. Louis and take a look at this firsthand. I will probaby talk to you before 
you get this letter. 

It was nice to see you again and thanks again for always being so kind and 
considerate to me when I am in Washington. 

With warmest regards, I am. 

Sincerely yours, 
Harry TENENBAUM. 


JUNE 80, 1955. 
Commissioner Rospert BARTLEY, 
Federal Communications Commision, 
Washington, D.C. 

My DEAR COMMISSIONER: I am as always deeply appreciative of your cour- 
testy and kindness in allowing me to see you and talk to you whenever I am in 
Washington. I sometimes feel that I may be imposing upon you but our situa- 
tion out here is so serious that we must turn to you as one who can help us. 

I am enclosing a schedule showing just how much and how often my partner 
and I have to put substantial sums of money into our station to keep it on the 
air. As a U with 35 percent conversions, presently competing against two V’s, 
the Lord only knows what is going to happen when channel 11 comes in and we 
have to compete with three V’s. 

We have on file with the Commission a petition in support of the Springfield, 
Ill., petition which asks you to send channel 2 out of their area (which is al- 
most 100 percent converted to UHF) into St. Louis, which would then make 
St. Louis a truly competitive market * * * one where there would be three V’s 
for the networks and an independent V which could reach all the audience and 
be of service to our fine local institutions so that they could get A time along 
with the national advertisers using the networks. 

We have a strong case and I am asking you to help us get our petition before 
the Commission. We think that as the ninth market in this country it is im- 
portant enough to be given special consideration. I know your body goes on 
vacation the 1st of August and it takes some time to get this petition on the 
agenda to be heard by you. I would deeply appreciate anything you can do 
to see that it does get before you. We feel that if we are heard we can answer 
any questions and satisfy you that such a move would be completely in the 
public interest. 

With warmest regards to you, as always, I am. 

Sincerely yours, 
Harry TENENBAUM. 
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JUNE 30, 1955, 
Commissioner Grorce C. McCONNAUGHEY, 
Chairman, Federal Communications Commission, 
Washington, D.C. 


My Dear CHAIRMAN: You have certainly been most kind in allowing me to 
see and talk to you whenever I am in Washington and sometimes I feel that J 
might be wearing out my welcome. 

However, I am sending you a schedule showing the amount of money my part- 
ner and I have been putting in almost monthly in order to keep our UHF sta- 
tion (channel 36) on the air against the two VHF channels operating here now, 
with a third in hearing and scheduled to come on the air in the near future. 

We have on file a petition in support of a petition filed by the UHF operators 
in Springfield, and also supported by the operators of the UHF station in De 
catur, asking that channel 2 allocated to Springfield, Ill., be sent to St. Louis and 
that a UHF be put in its place in Springfield. The Springfield area, as you know, 
is almost 100-percent converted and there will be no loss of service by sending 
channel 2 to St. Louis. This would deintermix our market and give us a chance 
to serve our local people and institutions who cannot go up against the national 
advertisers on the networks as they cannot get A time. 

We know that the Commission is going on vacation August 1 and my plea 
to you is to ask that you get our petition before the Commission and have a 
notice of rulemaking to show cause why this should be done. You can see just 
how costly the delay is to us and when one realizes that we are losing this 
amount of money against only two VHF competitors you can realize why we 
will surely have to go off the air whenever the third is granted. I plead with 
you for your prompt consideration. 

With warmest personal regards, I am, 

Sincerely yours, 
Harry TENENBAUM. 


JUNE 30, 1955. 
Commissioner JOHN C. DOERFER, 
Federal Communications Commission, 
Washington, D.C. 

DEAR COMMISSIONER: Sometimes one loses faith in what is going on in Wash- 
ington but I do want you to know that you renew my faith and spirits (some 
times when both are at a low ebb) when you keep an open door and receive me 
with such consideration whenever I am in Washington. 

I listened with deep interest at the hearing. We know that each case presents 
its own special problem. I thought I would send the enclosed schedule showing 
the amount of money my partner and I have had to put in to keep our UHF 
channel 36 on the air here in St. Louis against the two V’s. With approximately 
35-percent conversions it is just hard to be competitive, and when channel 11 is 
granted and comes into this market I don’t just know how we can stay on the 
air. 

There is a petition on file by the UHF station in Springfield, Ill. (a market 
which is practically 100-percent converted for UHF) and this petition is sup 
ported by the UHF station in Decatur, I1l., and supported by us. What the 
Commission can do there is to keep a market that is UHF from being destroyed 
by a V, and would make truly competitive one of the great markets (the ninth) 
in the United States as it would give St. Louis three V’s that would be network 
stations and one independent that would serve our fine institutions here by giving 
them A time the same as the national advertisers get over the networks. I 
know how rightfully you feel about denying television service to any section 
but I am sure we could show to your satisfaction that this would not be true 
in our case. 

This petition is one file with you and we think that St. Louis, being such an 
important market, should be given some special consideration. All we want is 
a hearing. Unless the Commission asks that our petition be sent down to get 
before you it may stay there a long time. I know your body goes on vacation 
the 1st of August and it takes some time to get this petition on the agenda to 
be heard by you. I would deeply appreciate anything you can do to see that it 
does get before you. 

With warm regards, I am, 

Sincerely yours, 
Harry TENENBAUM. 
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JUNE 30, 1955. 
Commissioner RoseL Hype, 
Federal Communications Commission, 
Washington, D.C. 

DEAR COMMISSIONER HypDE: My deep appreciation for your kindness in allow- 
jing me to run in on you and trouble you with my tale of woe, especially since 
I know that I am one of many. 

I am taking the liberty of sending you a schedule of the money my partner 
and I have had to put up to keep our station on the air. Our situation is des- 
perate, as you can see, when we as a U with 35 percent conversions are competing 
against the two V’s here. Lord knows what is going to happen when the third 
V gets on the air. 

You, as one of the Commissioners have in your power to help make St. Louis 
a truly competitive market, and to save a market for UHF that can be com- 
petitive within itself. This is as shown in the petition from the UHF channel 
in Springfield, Ill., supported by the UHF in Decatur and supported by us. 
This petition is on file with you and we would like to get it before the Commis- 
sion, and ask that you issue a notice of rulemaking before you leave on vaca- 
tion. Time is so important to us and we want only the right to be heard. We 
believe that we can prove without a doubt to the Commission that we want 
what is right for the public interest and is good for a truly competitive televi- 
sion service. 

Anything that you can do to get this before your body will be deeply 
appreciated. 

With warmest personal regards, I am. 

Sincerely yours, 
HARRY TENENBAUM. 

Mr. Lisuman. I would point out to the committee that these letters 
acknowledge oral representations to each of them, and plead for the 
help of each of these Commissioners. 

The CuHarrmMan. That is only on the deintermixture point? 

Mr. Lisuman. Yes. 

Mr. Crrrrorp. May I make a comment at this time? 

Counsel attempts to give the purpose of the letter. Might it be of 
benefit if the witness read the letter? It is but one page, rather than 
perhaps have the purport. I think they are substantially the same. 
He might read just one of the letters. 

The CHarrMan. Since they are included in the record, suppose you 
just read them too so we know what they are. Read just one of them, 
so we will get the purport of it. 

Mr. TeNENBAUM. Are you giving me permission to read this letter, 
sir? 

The Cuarrman. Yes. I hope we can proceed with this matter a 
little faster. 

Mr. Tenensaum. All right. The purport of the letter is this: 

I listened with deep interest at the hearing. We know that each case pre- 
sents its own special problem. I thought I would send the enclosed— 
no, this is not the letter. I have the wrong letter. 

Mr. Lisoman. Why don’t you use the letter that we have here, sir. 

Mr. TenenBAUM. Let me do that, will you, sir. 

(The documents were handed to the witness. ) 

Mr. TeneNBAUM. This is a letter addressed to Commissioner Robert 


E. Lee: 


My Dear ComMMISSIONER: Thank you again for being so kind to me when I 
was in Washington to listen to my story. I thought I would send you the 
enclosed schedule showing just how much money and how often we have to 
put in substantial sums of money to keep our station on the air. Our situa- 
tion is desperate, as you can easily see, when one considers that as a U, 35 
percent conversions, we are competing against two V’s. 
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Lord knows what will happen when we have to compete against 3 V’s. Yoy 
may know that we have filed a petition in support of the Springfield, Ill, 
petition that you send channel 2 out of a market that is almost 100 percent 
converted for HF into St. Louis, which would make St. Louis a truly com. 
petitive market, one where there would be three V’s for the networks and an 
independent V which would reach all the audience and be of service to our 
fine local institutions so that they could get the time along with the national 
advertisers using the networks. We have a strong case, and I am asking you 
to help us get before the Commission. All we want is a hearing. Our pe. 
tition is on file, but unless the Commission asks that it be sent down to get 
before you, it may stay there a long time, and we think as the ninth market 
in this country, it is important enough to be given some special consideration. 

I know your body goes on vacation the first of August, and it takes some 
time to get this petition on the agenda to be heard, by you. I would deeply 
appreciate anything you can do to see that it gets before you. 

I sincerely meant my invitation to you. I would like you to come out to 
St. Louis and take a look at this firsthand. I will probably talk to you be 
fore this letter. 


Mr. Lisuman. Mr. Chairman, at this time we have copies of seven 
letters, dated July 15, 1955, from Mr. Tenenbaum to every member 
of the Commission. I would like to have him identify these copies 
as being copies of his letters of that day. 

(The documents were handed to the witness.) 

Mr. Tenenzavo. I identify them, sir. 

The CHarrMan. Let them be received for the record. 

(The documents referred to follow :) 

JuLyY 15, 1955. 
Commissioner EpwArpD M. WEBSTER, 


Federal Communications Commission, 
Washington, D.C. 


DEAR COMMISSIONER: I don’t know whether or not you realize it but the last 
two times I have been in Washington you have been kind enough to see me in 
the corridors on your way to meetings. You have been most considerate and I 
deeply appreciate your courtesy to me. 

I am enclosing copy of a letter I wrote Chairman McConnaughey which is 
self-explanatory. I hope at the next meeting the Commission will issue a notice 
of rulemaking and allow us to file briefs while you are on vacation. Our peti- 
tion would not have to be acted upon until the other cases have been judged 
but it would save a great deal of time and money, and you would be in complete 
control of whatever action you deem proper to take after you return from your 
vacation. 

With warmest regards, I am, 

Sincerely, 
HARRY TENENBAUM: 


JULY 15, 1955. 
Commissioner JOHN C. DOERFER, 
Federal Communications Commission, 
Washington, D.C. 


DEAR JOHN: I am enclosing copy of a letter I wrote Chairman McConnaughey 
which is self-explanatory. 

In the second paragraph of this letter I expressed myself concerning the in- 
dividual Commissioners, and I am sincere when I say that I know how true 
this is as it regards you. I hope that the Commission will see fit at the next 
meeting to issue a notice of rulemaking. You do not have to act until you have 
decided on the other cases, but it would save us much time and a great deal of 
money, and you would be in complete control of whatever action you deem proper 
to take after you return from your vacation. 

I hope you know how deeply I appreciate all the courtesies which you have 
shown me. 

With warmest regards, I am, 

Sincerely, 
HARRY TENENBAUM. 
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JuLy 15, 1955. 
Commissioner Rosert T, BARTLEY, 
Federal Communications Commission, 
Washington, D.C. 

DeAR Bos: I am enclosing copy of a letter I wrote Chairman McConnaughey 
which is self-explanatory. 

I want you to know how deeply I appreciate all the courtesies which you have 
shown me. I never leave your office that I am not warmed to the task before 
me. I hope the Commission will review this situation at the next meeting and 
issue this notice of rulemaking. 

Have a good vacation. If by any chance at all that you are going to get this 
way do come and see us. I promise you that you will get a rest and have a good 
time. We have a lovely pool and I know you would enjoy yourself here. This 
invitation is not issued lightly—nothing would please me more than if you could 
spend some time here. 

My warmest regards to you, 

Sincerely, 
Harry TENENBAUM. 


JULY 15, 1955. 
Commissioner RicHarp A. MACK, 
Federal Communications Commission, 
Post Office Building, Washington, D.C. 


DEAR COMMISSIONER: It was a pleasure to meet you on my recent trip to Wash- 
ington, and I want to thank you for the courtesy shown me while in your office. 
If I did not congratulate you on your appointment and wish you success, please 
allow me to do so now. 

I am enclosing copy of a letter I wrote Chairman McConnaughey which is 
self-explanatory. I hope at the next meeting the Commission will issue a notice 
of rulemaking and allow us to file briefs while you are on vacation. Our petition 
would not have to be acted upon until the other cases have been judged but it 
would save a great deal of time and money, and you would be in complete 
control of whatever action you deem proper to take after you return from your 
vacation. 

With warmest regards, I am, 

Sincerely yours, 
Harry TENENBAUM. 


JULY 15, 1955. 
Commissioner RoseEt H. Hype, 
Federal Communications Commission, 
Post Office Building, Washington, D.C. 


DeaR ROSEL: I am sorry indeed that I did not see you when I was in Wash- 
ington recently but I understand you were entertaining the delegation from 
Mexico. 

I am enclosing copy of a letter I wrote Chairman McConnaughey which is self- 
explanatory. I am asking that a notice of rulemaking be issued at your next 
meeting. If such a notice were issued I presume it would call for briefs to be 
presented while you are on your vacation, and then the matter could be considered 
after you return Labor Day and after you have reached some decision on the 
five cases presently before you. We are losing so much money that time is of 
the greatest importance to us. 

I hope you will get a good rest during your vacation and that I will see you 
when you return. 

With warmest personal regards, I am 

Sincerely yours, 
Harry TENENBAUM. 


JULY 15, 1955. 

Commissioner Rosert E. Ler, 
Federal Communications Commission, 
Post Office Building, Washington, D.C. 

Dear Bos: I am enclosing copy of a letter I wrote Chairman McConnaughey 
which is self-explanatory. 

You have certainly been frank in discussing your position with me and I 
respect you for it. However, you did say that you change your mind from day to 
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day and as long as you have an open mind on the subject I am going to do al) 
I can to try to get you on my side. Naturally we have quite a bit at stake, but 
believe me I am honest with you when I tell you that our way is for the best inter. 
est forall. I believe my letter so sets it out. 
With warmest personal regards, I am, 
Sincerely yours, 
Harry TENENBAUM, 


JULY 15, 19565. 
Commissioner GEorRGE C. McCONNAUGHEY, 
Chairman, Federal Communications Commission, 
Post Office Building, Washington, D.C. 

My Dear Mr. CHAIRMAN: I wish to express to you and to each member of 
the Commission my sincere appreciation and thanks for the courtesy and great 
consideration which I have received on my many visits to your offices. I have 
been guilty of arriving without appointment and at all hours, but without ex- 
ception you and each Commissioner individually have made yourselves available 
and have listened to me with great patience and consideration. 

I sense, from my many personal contacts with the individual Commissioners, 
how conscious they are of their responsibility to develop a truly competitive 
and nonmonopolistic television system and one that would best serve the public 
interest ; but I sense also that they are fully aware that some bold and courageous 
action is necessary now if this is to be accomplished and, with all of the ad- 
vantages of hindsight, are making a great effort to determine the proper course 
of action to pursue in the future. 

We assumed that your call for briefs and oral arguments from the five market 
areas was an indication that you wish to explore the question of deintermixture., 
You were kind enough to tell me that, inasmuch as St. Louis is one of the major 
markets that might be affected, you were going to call our petition down for 
discussion before the full Commission. In asking the Commission to discuss our 
petition at this time we are deply appreciative of the fact that if you issued a 
notice of rulemaking and set us down for the filing of briefs, some might think 
we were asking you to prejudge the five cases before you. I am honest enough 
to say to you that I am sure a few people will so think, but I am also honest 
when I say that this is of small importance when compared with the major and 
basic situation which is squarely before you. 

Simply stated, the question is whether the majority of the Commission feel that 
UHF must live in order to furnish a full television service, or whether UHF has 
failed and should be allowed to die. If the majority believe that the latter is 
the case, then it would serve no purpose to bring our petition before you and 
waste your valuable time. If the majority feel that UHF is necessary then, 
regardless of what decisions you reach in each of the five case before you, the 
clearing up of one of the major markets would be of prime importance even if 
you rejected deintermixture in all of the five cases. 

The original plan called for some 600 VHF stations and some 1,400 UHF sta- 
tions. If UHF is allowed to die with no substitute, then clearly you will havea 
noncompetitive monopolistic system. There have been suggestions made to re- 
allocate all TV to the VHF channels, and there have been recommendations made 
that all TV be removed to the UHF band. I believe all are in agreement that 
the latter at this time is clearly impractical, and that the former would take 
many, many years. If there is need for more than the VHF stations called for 
under your plan to provide a competitive, nonmonopolistic system, then I am 
sure the Commission is aware of the importance of taking action which will not 
kill off 1,400 of the 2,000 station allocated under the plan. Would it not be in 
the public interest to take the best of what there is of both frequencies and 
build from there? 

My defense of ultrahigh frequency may seem paradoxical when our petition 
ealls for making St. Louis an all VHF market, but I come to you with clean 
hands. I am convinced that the best plan which the Commission could adopt 
would be one that would save what they have in UHF. I think all are in agree 
ment that intermixture has been a failure and the cause of great concern. I testi- 
fied before the Potter hearings when there was one VHF and three UHF stations 
operating in St. Louis. With five UHF stations allocated to St. Louis, I stated 
that if no more V’s were granted in this market we could become the country’s 
UHF capital. I further stated in my testimony that if the two V’s allocated 
were brought in it would smother us as it would prevent our getting full con- 
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yersions in order to be competitive. The second V came in and two UHF opera- 
tions went off the air. The third V will soon be granted and we must surely be 
forced off the air. 

The UHF stations in Springfield and Decatur are making money, a fact which 
is only important because it is the measure of ability to survive. Of more im- 
portance is the fact that the area is almost 100 percent converted to a UHF opera- 
tion and any additional UHF service will be equally competitive, whereas the 
introduction of channel 2 in Springfield will undoubtedly smother the U’s now 
doing a good job in serving that market area. By contrast, here in St. Louis 
(the ninth market in the United States) we are in our third year of operation, 
are suffering large losses now in competition with two V’s, and are soon to be 
faced with the competition of a third VHF station. Despite the fact that we 
have gone to 500,000 watts of power on the best located tower and with the best 
studio facilities in St. Louis, the competition of three V’s will inevitably force 
us off the air. 

In eliminating channel 2 from Springfield you create an additional VHF 
service for Terre Haute, Ind., and St. Louis. This action creates four commercial 
VHF channels for this area * * * three for the networks and one that is inde- 
pendent. To give you a practical illustration of what this means, Anheuser- 
Busch spends approximately $400,000 to bring baseball to this area of approxi- 
mately 2 million people, of whom about 1,600,000 can see television. Using 
roughly our 35 percent conversion figure, means that presently only about 600,000 
people are able to see the games. If there were an independent V here it would 
simply mean that through the same expenditure of $400,000 an additional 1 mil- 
lion people would be able to see these games. This million people will never have 
the opportunity to see major league baseball and similar events of local public 
interest unless an independent V is created here. The network V’s cannot take 
such programing because so much of their time is optioned to the network. Con- 
versely if a dollar is spent to put a service on a UHF station in Springfield, 
100 percent of the people in that area would be able to see the programs on 
whatever U’s are there. 

Much has been said about the advertising dollar. That advertising dollar 
goes to UHF whenever UHF is giving a service that is not smothered by VHF. 
Much has been said about reducing the excise tax in an effort to save UHF 
in order to induce the manufacturer to make all-channel sets. Much more 
could be done for UHF if the Commission showed by its action that UHF is a 
service that is going to live, and it will follow like day follows night that manu- 
facturers will make these services available to the public at the cheapest possible 
price. I doubt if you will ever hear an objection from anyone in an all UHF 
market if he must pay a little more to get television service. 

I am taking the liberty of sending a copy of this letter to each member of the 
Commission and respectfully urge you to give this your consideration before you 
adjourn for your summer vacation. 

I want to again thank you for all past kindness to me, and to wish you 
and Mrs. McConnaughey a most pleasant trip to Europe and a safe return. 

With warm personal regards, I am 

Sincerely yours, 
Harry TENENBAUM. 

Mr. Lisuman. I would like to call the attention of the subcommit- 
tee to the fact that in the letter of July 15, 1955, to Chairman McCon- 
naughey, in paragraph 3, Mr. Tenenbaum indicates that he recognizes 
the impropriety of his extra efforts but states that “This is of small 
importance when compared with the major and basic situation which 
is before you.” 

Mr. Wits. You state that it recognizes the impropriety of it? 

In what language is that, counsel. 

Mr. Lisuman. He said: 

Some might think we are asking you to prejudge the five cases before you. I 
am honest enough to say to you that I am sure a few people will so think. But 


I am also honest when I say that this is of small importance, when compared 
with the major and basic situation which is squarely before you. 


The Cuarrman. You may proceed. 
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Mr. Moutper. Mr. Chairman ? 

The Cuarrman. Mr. Moulder. 

Mr. Movutprr. Why did you find it necessary to personally intervene 
and discuss these problems and matters with individual members of the 
Commission when you had employed attorneys at a total cost of ap- 
proximately $200,000 ? 

Mr. Tenenbaum. Congressman Moulder, this was a rulemaking pro- 
cedure, and I felt free, just like I would feel free to come into your 
office or a Senator’s office if I had a problem, because I felt that I had 
the right to go in there and discuss my problem with the Commis- 
sioners. 

There was rulemaking. There was nothing improper about it. 
The Commissioners, in that, I felt, were glad to hear from people in 
the field that had this problem. That was why I went in, sir. 

Mr. Mack. Excuse me. I might have been a little confused. DoI 
understand that you went in to tell the Commissioners how badly you 
had been hurt by having the UHF channel and that now they could 
relieve the situation as far as you were concerned and reimburse you 
for what you lost operating the UHF channel ? 

Mr. TenEnBAUM. I certainly don’t agree with that. 

Mr. Mack. For what purpose did you go in? 

Mr. TenenBAUM. I went in because there was a basic problem. 

Mr. Mack. This is for the good of America, not for the good of 
Signal Hill at all? You were trying to protect the public interest 
when you went in there ? 

Mr. TenenBAum. Well, it might surprise you, sir, that I felt that 
way. Naturally I had a selfish interest for it, but I felt that way. I 
saw what was happening. 

Mr. Mack. And you were willing to spend $55,000 or a total of 
$200,000 in the public interest ? 

Mr. TenenBAUM. I was part of a problem, sir. 

Mr. Moutper. I do have one more question, Mr. Chairman. 

At any time while you were here in Washington discussing this 
problem with members of the Commission, did you at any time ever 
discuss this subject with Sherman Adams? 

Mr. Tenenpaum. No,sir. I don’t know Sherman Adams. 

Mr. Mack. Will the gentleman yield? 

Have youever provided hotel rooms for him in St. Louis? 

Mr. TenenBAuM. No, sir. 

Mr. Movtper. Do you have any knowledge or information that 
any one of your attorneys or anyone representing you intervened or 
discussed this subject or problem with Sherman Adams? 

Mr. TenenBAuM. No,sir; Iam sure they did not. 

Mr. Mack. Have you ever met with any member of the Commission 
or talked to any member of the Commission in St. Louis ? 

Mr. Tenenbaum. Commissioner Robert E. Lee came out to St. 
Louis, I think it was in 1955. I had seen a magazine article, broad- 
casting and telecasting, which showed pictures of Commissioner Lee 
being on Madison Avenue, and stating that, in this article, he had 
investigated the UHF problem from the advertisers’ standpoint, and 
that he was desirous of coming to a market that had UHF and VHF 
operating at the same time. When I saw this, I issued an invitation 
to Commissioner Lee to come out to St. Louis, because we could sure 
show him what the effect of deintermixture was there. 
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He came out to St. Louis and had equipment sent from the Federa 
Communications Commission, and he worked around St. Louis taking 
signal tests. 

I think I am answering your question there, sir. 

Mr. Mack. Was he your guest at that time? 

Mr. TeNENBAUM. No, sir. 

Mr. Mack. Where did he stay ¢ 

Mr. Tenensacum. He stayed, I think, at one of the downtown hotels, 
sir. ; 

Mr. M ACK. Al ad you did not pay any portion of his expenses or tf ike 
care of any room or meal expense 

Mr. Teneneacm. Absolutely not, sir. I had dinner with him. He 
had dinner with me one night. 

Mr. Mack. Did he pay the bill ? 

Mr. TENENBAUM. Yes,sir. I imagine 

Mr. Mack. You were his guest ? 

Mr. Tenennatm. Oh, did he pay the bill? No, I paid the bill, sn 
I paid the bill for dinn 

Mr. Mack. For both of you. not just yourself? 

Mr. TenenswAUM. That isright 

Mr. Mack. He was your guest ? 

Mr. TeENENBAUM. He was my guest. 

Mr. Mack. Have | ever paid any expenses for any Commissioner 
other than Robert E. Lee for meals, rooms, or transportation ‘ 

Mr. TenenBAtM. I will answer that by this, that when I came to 
Washington. I invited Commissioners to lunch, and whenever I would 


have lunch with them I would pay the check, yes, sir. 


Mr. M K. This was on more than one occasion ? 
Mi i Y es, sir. 
Mr. M .nd do you recall which Commissioners had lunch wit! 
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r an 1e! 

Mr. TenNeENBAtM. I would say that is a correct statement 

Mr. Mack. I have ho other questions at this time. 

The CHatrman. Could I follow all of this by just one question and 
see what von sav to it ? 
Mr. TENENBAUM. Yes, sir. 
The Cuairman. After all this, do you think you influenced then 
any ¢ 

Mr. Tenenrnato. No, sir 


The CHAIRMAN. You did get thea l 

Mr. TeneENBAUM. I will answer that this wav. if vou let me We 
were part of a problem that was bigger than any one person, and every 
body came dow1 here to talk about this problen You must remember 
at this time 

The H VEAN Yes, we recogni: tht The. a 1’ ete 


that all round 
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Mr. TeEneENBAUM. but I want to add this, Chairman Harris. 

The ( ‘H AIRMAN. That has been pretty well established. 

Mr. TENENBAUM. May Ladd this, Chairman Harris, may I add this, 
sir. I came down here when such things as the Magnuson committee, 
the Celler committee, the Potter hearings 

The CHarrman. Yes, you have told us about that also, three or four 
times. Let’s get on wit h the hearings. 

Mr. LISH MAN. | would like to have Incorporated in the record a 
telegram from Mr. Tenenbaum, dated October 11, 1955, which was 
shortly before the decision In the planes deintermixture rulemaking, 

(Document handed witness. ) 

Mr. Tenenpatm. That is right. 

Mr. Lisuman. I should also like to have in the record at this time a 
telegram from Mr, Tenenbaum to Commissioner Richard A. Mack, 
dated November 9, 1955. 

( Document handed witness. ) 

Mr. Tenenpaum. Yes, that is correct. 

The CuarrMan, Let them both be received. 

(The documents are as follows:) 


OCTOBER 11, 1955, 
Chairman GEORGE C. MCCONNAUGHEY, 
Federal Communications Commitssion, 
Washington, D.C.: 

It is incredible to believe press reports that the Commission has fixed October 
17 as the date to consider all the deintermixturs titions now before it. We 
urge the Commission not to take any action that would allow VHF stations to 
come into UHF markets until determination of the question in full as to whether 
or not you procure additional VHF channels from the military and whether or 
not there will be a change in the allocation plan. If action is taken now that 
destroys UHF before any attempt is made to solve the overall problem involved 
in intermixture an already unhealthy situation will deteriorate further and the 
problem will become moot We pray that the Commission will not act until a 
national policy has been established 

Respectfully yours 
Harry TENENBAUM, Station ATVI-TV. 


NOVEMBER 9, 1955. 
Commissioner RrcHarp A. MAcK 
Federal Communications Commission 
Washington, D.C.: 

Press reports suggest that you will vote to deny all deintermixture petitions 
and after that the Commission will call for rulemaking and an overall study. If 
true we urge you to reconsider and suggest that rulemaking and the study first 
be made. If engineering and economics show that intermixture is then neces- 
sary, well and good. The Commission can always vote to intermix but once de 
intermixture is accomplished any remedial solution for many of us becomes 
moot. Commissioners Hyde and Webster, who were on the Commission when 
the sixth plan was put into effect, have indicated that intermixed markets 
have proven impractical and suggest this study now before any further deterior- 
ation by further intermixture. We believe that you along with other members 
of the Commission, in a sense of fair play and justice, should give those of us 
now on the air a fighting chance for existence. We believe that is in the publi 
interest and if no further deterioration by intermixture is caused now there will 
be a better and more competitive television system Your vote along with 
others will cause my partner and me to lose an investment of over $1 million 
which represents a lifetime of work. I feel I owe it to my family and myself 
to wire you to this effect. A vote denying all deintermixture petitions will keep 
St. Louis, the 10th market in the United States, from having a truly competi 
tive television system as channel 2 scheduled to go into Springfield, Ill., not 
among the first hundred markets, is the only competitive channel that can be 
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prought into St. Louis. An engineering study shows that Springfield is 100 
percent converted to UHF service and further shows that if a VHF service is 
necessary for that community two other VHF channels can be brought in 
However if the Commission votes to continue intermixture granting of channel 
2in that area will destroy us. 

With warm personal regards, 

HARRY TENENBAUM, Station WTVI-TV. 

Mr. LisuMaANn. And another telegram dated November 9, 1955, from 
Commissioner Mack to Mr. Tenenbaum. 

The CHarrMaANn. That is short. Read it and we will save time. 

Mr. LisrrmMan (reading). 


Your telegram received and you may rest assured that the Commission will 
consider all factors and every question before it. 

Mr. TENENBAUM. I wish to correct that, sir. It was not a telegram. 

Mr. LisHMan. Was it a letter? It Says, “Given to Western Union 
over the telephone” on it. 

(Document handed to the witness. ) 

Mr. TENENBAUM. It may have been, I don’t know. 

Mr. Lisuman. I have three letters dated November 16, 1955, from 
Mr. Tenenbaum, one to Commissioner Webster, one to Commissioner 
Bartley, and one to Commissioner Hyde 

( Documents were handed to the witness. ) 

Mr. Listuuman. In these letters, Mr. Tenenbaum congratulates them 
for taking positions favorable to deitermixture, as stated in the No- 
vember 16, 1955, letters. 

Mr. Tenenspatum. That is correct. 

The CHatrMAN. Let it be received. 

(The aocuments are as follows ih 

NOVEMBER 9, 1955. 
Harry TENENBAUM, 
Station WT VI-TY, 
St. Louis, Vo : 

Your telegram received and you may rest assured that the Commission will 
consider all factors in every question before it 

RrcHARD A. MACK, Commissioner 


NOVEMBER 16, 1955. 

Commissioner EpwArD M. WEBST! 
Federal Communications Commission, 
Washington, D.C 

DEAR COMMISSIONER WEBSTER: I want to congratulate you on your very 
fine dissent to the order issued by the Commission last wer [ have read 
many times and can tell you how right is each and every word that you Say. 

I do not need to mention to vou how much effort I have put into this fight 


and can tell you that this comes from my heart when I say that I was spurred 
on by the knowledge that what we were asking for was only right and proper 
in the name of fair play and justice, and with the thought that the latter would 
prevail. Some day I believe it will, but cannot help but tell you that a delay in 
coming to some effective national plan can destroy us before justice is finally 
done. Nevertheless, my warm admiration f your courageous stand 


With kind regards, I am, 
Sincerely yours 
HARRY TENENBAUM. 
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ApriL 9, 1956 
Commissioner Epwarp M. WEBSTER, 
Federal Communications Commission 
Washington, D.C. 

DEAR COMMISSIONER WEBSTER: I know you are awfully busy but would appre- 
ciate it if you would take the time to glance through the enclosed brochure. | 
think it sets out clearly and graphically our situation and I would appreciate it 
indeed if you would give me the few minutes it will take you to go through this, 

With warm regards 

Sincerely yours 
HARRY TENENBAUM., 


APRIL 9, 1956. 
Commissioner Ropert T. BARTLEY, 
Federal Communications Commission, 
Washington, D.C. 

Dear Bos: I know you are awfully busy but would appreciate it if you 
would take the time to glance through the enclosed brochure I think it sets 
out clearly and graphically our situation and I would appreciate it indeed if you 
would give me the few minutes it will take you to go through this 

With warm regards 


Sincerely yours, 


HarkY TENENBAUM., 


Mr. Lisuman. I have here a letter dated April 13, 1956, from Mr, 
Tenenbaum to Commissioner Mack having to do with the same pro 
ceeding. 

(Document was handed to the witness. ) 

Mr. TeNeENBAUM. Yes, that is it. 

Mr. Lisuman. I have a short letter. dated April 10, 1956, from 
Commissioner Mack to Mr. Tenenbaum, I can read into the record 
as soon as it has been identified. 

(Document was handed tothe witness. ) 

Mr. TENENBAUM. That is right. 

Mr. Lisuman. This letter of April 10, 1956, from Commissioner 
Mack, states 


Thank you for your letter of April 9, in which you enclose copy of brochure 
which presents your views on “Television Past, Present, and Future” with respect 
to the St. Louis, Mo., and Springfield, Ill. area T appreciate having your observa- 


tions on this subject 


Very sincere] 
RrcuHaArp A. Mack, Commissioner 


| have ‘l letter here from the chief eng ineel of KT) e requesting 
channel 2, addressed to Chairman MeCo1 naug ey, ind dated June 6, 
LOD6. 

Document was h inded tothe witness. ) 

The CHAIRMAN. Do you wish that included in the record / 

Mr. LisuMan. Yes, sir. 

The CHarrMaAn. Very well. It will be received. 

(The documents follow :) 


Commissioner RICHARD A. MACK 
Federal Communications Comp 
Washington, D.C 
My DEAR COMMISSIONER: I got a real kick out of your postscriy I hop 


that my submission of this report was not too presumptuous However, please 
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understand that I am fighting to keep from going down the drain; and let 
it not be said that I left anything undone to get our problem before you 
With warm personal regards. 
Sincerely yours, 
Harry TENENBAUM. 


APRIL 10, 1956. 
Mr. Harky TENENBAUM, 
Station KT VI, St. Louis, Mo. 


DEAR Mr. TENENBAUM: Thank you for your letter of April 9, with which 
you enclosed copy of brochure which presents your views on ‘Television, Past, 
Present, Future’ with respect to the St. Louis, Mo., and Springfield, Ill., areas. 

[appreciate having your observations on this subject. 

Very sincerely, 
RicHARD A. Mack, Commissioner. 


JUNE 6, 1956. 
Mr. GEoRGE C. McCONNAUGHEY, 
Chairman, Federal Communications Commission, 
Washington, D.C. 


DEAR Mr. McCoNNAUGHEY: I am chief engineer of KTVI, channel 36, St. 
Louis, Mo., and have been employed in this capacity since its inception. I 
have been in radio broadcasting since 1938 and in television since the latter 
part of 1946. At the close of that year it was my privilege to be one of the 
five enginers who started the first television operation in St. Louis at KSD-T\ 
In 1949 I went to Cincinnati, Ohio, and installed the Taft station, WKRC-—TV and 
subsequently installed WTVI, channel 54 in Belleville, Ill., and last year KTVI 
in St. Louis. 

The above is given merely to show my great interest in the broadcasting 
industry, particularly with respect to television 

Along with some 50 other loyal employees of KTVI, I have been following 
with very great interest, the activities of your Commission with reference to its 
intention to make television competitive. It is obvious that you realize that 
some action such as deintermixture, is necessary in areas where a UHF station 
cannot compete with established VHF stations 

It is common knowledge among the staff here that our station is losing 
a great deal of money and has been ever since we went on the air. When the 
three UHF stations in this area began preparing to go on the air, we felt there 
was a future for other television stations in St. Louis. I took the job of chief 
engineer at WTVI on channel 54 because I believe in the future of UHF. How 
ever, When the construction permit was granted for the second VHF station in 
St. Louis, the UHF back was broken and shortly thereafter, two of the stations 
ceased operations 

We thought it would be only a matter of days until the announcement would 
be made that we also, would be forced out of business in the St. Louis area due 
the inequalities of the two types of operation. However, our owners, Mr. Paul 
Peltason and Mr. Harry Tenenbaum, have done everything in their power to 
keep the remaining UHF station alive 

In the midst of what looked like a hopeless cause to two UHF manage 
ments, our owners decided to invest in additional equipment for greater power 
to provide better coverage and service to the area 

Long after the other UHF stations had given up, our owners went even 
deeper by arranging a transfer of operations from WTVI in Belleville to KTCI 
in St. Louis at great cost and furthe 
for still greater coverage and still t 


] 


equipment to provide still more power 
ter service to the people of the Greater 
St. Louis area In spite of all our technical improvements to provide better 
coverage, the problems of reception are, by comparison, so much greater than 
those encountered in a simple VHF pickup, that the situation has not improved 
People still will not voluntarily buy additional equipment or pay for an 
installation when they can receive two VHF stations at no additional cost for 
antenna install 
power to 


“rr 
I 
{ 


ation or conversion. Our owners have done everything in their 
provide better service to the people in the area. When I requested 
funds for purchase of film camera equipment for instance, to improve the 
Standards of our film and slides, money was provided for the purpose. 
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Recently, when the NARTB convention was held in Chicago, I approached 
Mr. Peltason and Mr. Tenenbaum with a request I be allowed to attend so that 


[ could, as a technician, keep abreast of developments in m hosen field, my 
request was immediately granted I made the trip at company expense, which 
[ consider another example of the type of unselfish, progre e thinking eyvi- 
denced in all phases of our operation Unlike most chief engineers, I have no 

mnplaints about the quality of our equipment, the amount of our test equip. 
ment, spare parts, tools, etc., I am allowed to maintain. Every request I have 
ever made for anything which would better the service to the people in the areg 


has been granted 
The brief résumé of our history above is presented in an effort to show yoy 
some of the things that have been done in the losing fight to keep alive here in 


Ss I is I have worked under many managements in many stations and am 
making this effort only because it w be a terrible shame and a disservice to 


St. Louis to have these men who have tried so hard, go down to defeat fighting 


hopeless cause. 


Everyone expects, at any time, to have the grant for channel 11 in St. Louis 

solved Surely, our UHF station at that time will be in a helpless position, 
We know there is talk of bringing channel 2 to St. Louis in order to effect 
deintermixture in this area I sincerely hope, speaking for all of the loyal 
mployvees of this station that vou w i give this vour very earnest consideration 
ind support. I am confident that if KTVI, under the ownership of Mr. Peltason 
nd Mr. Tenenbaum is given the opportunity to become competitive with a real 
chance to serve all of the people of St. Louis instead of only 50 percent, the 


service will be unselfishly given at all times for the benefit of the people 
I know you are a very busy man and I hope you will do whatever you can 
{ convince the other Commissioners of our great need here in St. Louis at 
KTVI 
R. J. Tromperer, Chief Engineer, KTVI. 


Mr. Lisumayn. I have here letters dated June 29, 1956, from Mr. 


lenenbaum to Commissioners Lee, Me Ohhnaugney, Webster. and 
Hyde, } days after the rulemak ne was peau fo move channel 2. 


ng he would be “forever gratefi for their votes 


t 
luded Lhe 


The Tenenbaum letter to Commissioner Lee in¢ 
‘Il know if you had not maintained your position so firmly, that this 
action Wo ild hot have come about.” 

Documents were handed to the witness. ) 

Mr. Tenenspatum. That had to do with rulemaking, Mr. Chairman, 

en they instituted the rulemaking procedure. 

The CHatrman. What is the date of that ? 

Mr. LisumMan. June 29, 1956. 

I have here a short letter dated November 28, 1956, from Com- 
missioner Mack to Mr. Tenenbaum, thanking him for a Thanksgiving 
remembrance. 

Documents were handed to the witness. ) 

Mr. Tenenpaum. Yes. 

Mr. Lisuman. I assume that was a turkey, but do you remember 
what that remembrance was / 

Mr. Tenenpatm. A turkey. 

Mr. Lisuman. Did you give other gifts to other Commissioners at 
that time 4 

Mr. Tenenspatco. I sent turkeys to each Commissioner at that time. 

Mr. LisomMan. What other oifts did you ever make to the Com- 
missioners ‘ . 

Mr. TENENBAUM. None, sir. 

Mr. LisumMan. Except at Christmas / 

Mr. Tenenspaum. Only the turkeys 
Mr. Lisuman. There was one letter read in here thanking you fora 


( rist} 5s present 
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Mr. TENENBAUM Phat Was a turkey I sent turkeys in 1955 and 
1956. 

Mr. Lisuman. Mr. Tenenbaum, under date of February 20, 1957, 
did you send a communication to all members of the Federal Com 
munications Commission? I will show you a copy and ask you if this 
isa correct copy. 

(Document was handed to the witness. ) 

Mr. TENENBAUM. Yes,sir 

Mr. Lisuman. I would like this communication of February 20, 
1957. addressed by Mr. Tenenbaum to all Commissioners, included 
in the record. 

The CuHatrRMANn. Let it be included 
(The documents referred to are as follow 


JUNE 29, 1956 
Commissioner Roper?’ E. Let! 
Federal Communications Comn 
Washinaton De 


Dear Bor: I hope it is proper to tell y it I shall be forever grateful to 
vou for vour vote it he ¢ I excl | g es uS great 
hope in our effort to worl it i try gy sit tior I know if vou had not 
maintaine your position fit y that this action would not have come about 

With warm personal reg 


JUNE 29, 1956 


Commissioner Epw MI. WEBSTER, 
Federal ¢ pie at , eo f 
Washinote dD. 
DEAR “WER”: I want ) [ know that I wi be forever grateful to you and 
the Commission for their action last Tuesday It has given us a great ray of 


hope and the courage to see our trying situation through 


selieve me, I feel very badly at the thought that in traipsing through the Com 


mission’s quarters you will not be there on my future visits. However, I hope 
vou and Dorothy will make it possible for a visit together metime when I am 
in Washingtor Will you please have your secretary let me know where I might 
find you, and I hope you will have the time to let me come in and chat with 
vou. 
My warmest regards, and pl e remember! ( home 
Sines 
HARRY TENENBAUM 
APRIL 9, 1956 
Commissioner Roser H. Hypt 
Federal Communications Comn LON, 
Washington, D.C 
DEAR Rost I know you are awfully busy but would appreciate it if you 
vould take the time to glance through the enclosed brochure. I think it sets out 
clearly and graphically our situation and I would appreciate it indeed if you 
would give me the few minutes it will take you to go through this 
With warm regards 
Sincerely you! 


HARRY TENENBAUM. 


NOVEMBER 28, 1956. 
Mr. HARRY TENENBAUM, 
St. Louis, Mo 
DEAR HarrRyY: Many thanks for your kind remembrance of the Macks at Thanks- 
giving 
Best regards, 


RicHarpD A. Mack. Commissioner 
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St. Lo Mo., February 20, 1957, 


Re whether the State of Illinois is better served by channel 2 in St. Louis, Mo, 
or in Springfield, Ill. 


T'o members of the Federal Communications Commission: 


GENTLEMEN : We have researched the matter of whether or not the people in 
Illinois would receive more coverage by channel 2 being located in St. Louis 
than if it were located in Springfield, and should like to report the following: 

If channel 2 were located in Springfield and applying the CBS engineering 
formula based on a 600-foot tower and 100,000 watts of power, we find the grade 
> contour coverage would be 23 full and partial counties However, giving full 
coverage in all 23 counties, we find that in the entire grade B contour area, channel 
2in Springfield would only cover 275,000 homes in the total area 

However, channel 2 based in St. Louis on exactly the same formula (height 
of tower and power) would reach 441,700 homes in the State of Illinois 

TI . 


} 
i 


obvious conclusion is that channel 2, based in St. Louis, would reach 


it ~ ‘ 
166,700 more homes in the State of Illinois than if it were based in Springfield, Ill, 
Attached is a breakdown of counties covered and population reached by channel 
2 in St. Louis, as well as a breakdown of the counties covered and population 
reached by channel 2 in Springfield 
Very truly yours, 
TELEVISION STATION KTVI, 


HARRY TENENBAUM. 


Mr. Lisuman. I wish to point out that this memorandum raises an 


i 
argument was being raised in this extra record or representation. 
ounsel that Mr. Tenenbaum argued that channel zZ in St. Louis would 
serve more I]linois residents t] in did channel Springetield., \ ad this 


argument, lit should be pointe out, since 1t hi id not been adva ced 
by his counsel] as a matter of record, could never be responded to by 
other parties to the proceeding as they had no knowledge that this 
irgument Was being raised in this extra record or representation. 

This is of particular Importance as the opponents of the move of 
hannel 2 and deintermixture relied in part on section 307(B) of the 
Communications Act, taking the position that moving channel 2 from 
Springfield to St. Louis would deprive Illinois of its “fair, efficient, 
und equitable share of VHF service.” 

On February 23, 1957, we have a letter from Anheuser-Busch to all 
seven Commissioners, suggesting that Mr. Tenenbaum be given chan- 


e] ») 


? 
ai L de 

The CuatrrMan. I assume Mr. Tenenbaum would not be in a position 
to identify a letter written by Anheuser-Busch unless he had personal 
knowledge of it. 

(The docume) { refel red to follow “ 

FEBRUARY 23, 1957 

Commissioner Rosert T. BARTLEY 
Federal Communications Commission, 
5! ashington, D.C 


DrarR Mr. BARTLEY: Anheuser-Busch has no desire to interfere with the opera 


tions or decisions of the Federal Communications Commissio1 Mur only purpose 
in writing to you and other members of the Commission is to try to continue 
to give the hundreds of thousands of baseb: fans in the St. Louis area the same 
service we have given them during the past 3 years I refer to the televising 
of Cardinal baseball games when our team is on the road 


Anheuser-Busch has sponsored the St. Louis Cardinal baseball telecasts since 


the spring of 1954, at a 7 is of we ove 11 ( dollars While these 
baseball games have the sponsorship of our firm, Anheuser-Busch, nevertheless, 
due to the tremendous interest in baseball it is, in our opinion, almost the same 
as scheduling public service programs 

As a matter of fact, it was on this basis that we approached the officials of 
channel 36 in late 1953, after exhausting every effort to get the baseba games 


on the existing VHI { n St. Lou None of would grant us the 
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time on a consistent basis and none of them would or could clear their channels 
for baseball telecasts. 

We believe that the public in this area have come to expect to see the approxi 
mately 40 or 50 games we telecast when our team is on the road. So far as we 
can determine, if channel 36 ceases to telecast in St. Louis, there is no possible 
way under the existing conditions for the approximately 2 million persons in 
this area to follow the Cardinals on television 

We have, of course, been very much interested in the reports which we have 
noted in the public press of the possibility that a VHF frequency would be 
assigned to channel 36 

We have received assurances from the operators of KTVI that these telecasts 
of baseball games will be continued should this change take place. 

We note from our mail how serious the problem is for a UHF station in 
St. Louis. Literally thousands of complaints have come to us since the baseball 
telecasts have been on the air from persons who felt that we should be telecasting 
our baseball games on a VHI station Over 50 percent of the 900,000-odd tele 
vision sets in this area are able to receive only on these VHF frequen ies. We 
have explained that it was not possible to obtain the time on the present VHF 
stations 

We do not own any stock interest in any television or radio station, nor do 
we intend to acquire any 

We do know of the tremendous power and drawing card of the baseball tele- 
casts and have been told by the officials of KTVI that unless they are allowed 
to operate on some basis on the VHF frequel cy, they can no longer absorb the 
losses as they have in the past to keep the station alive and will go dark im 
mediately 

I trust that as a member of the Commission you will understand that our only 
motivation in writing this letter is to speak for what we believe are several 
million per ple whose interest in baseball is exceeded by few other programs. 

We are anxious to continue these baseball telecasts and we hope that your 
honorable Commission will do everything in its power to aid in perpetuating 
these programs when you make your final decision 

Sincerely, 


Joun L. Witson, Evecutive Vice President. 
is letter, Mr. 


Mr. Lisuman. Is it a fact that you solicited tl 
Tenenbaum ? 

Mr. Tenenpatum. No, sir. Anheuser-Busch—what is the date of 
this, 1957 ¢ They were worried about our ability to broadcast the 
coming baseball games, and I told them that we were going to go 
ff the air on channel 36 if we did not get relief from the Commission. 
This letter was written 

Mr. Lisuman. Mr. Tenenbaum, do you know a Mr. Al Fleischman ? 

Mr. TENENBAUM. Yes, sir. 

Mr. LISHMAN. Did you solicit him to have this letter written ? 

Mr. TenensaAvum. I think that this might have been suggested by 
Mr. Fleischman. I don’t remember that. 

Mr. Lisoman. Did you ask Mr. Fleischman to incorporate in this 
letter more representations to the Commissioners than are contained 
in it? 

Mr. Tenensaum. Not that I remember, sir; no, sir. 

Mr. LisnmMan. Will you please identify Mr. Fleischman and his 
relationship with Anheuser-Busch ? 

Mr. ‘TENENBAL M. He Is their public relations man, counsel. 

Mr. Lisuman. Mr. Chairman, at this point in the record I would 
like to have incorporated a letter dated May 16, 1958, addressed to 
you as chairman of this subeommitee by the firm of Peltason & Tenen- 
baum, in which 37 trips to Washington are acknowledged by himself 
and Mr. Peltason from March 1954 until the channel 2 matter was 
finally decided. 


(ry 
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capacity he had become very well acquainted with the staff of the Senate 
Committee on Interstate and Foreign Commerce and its Communications Sub- 
committee, Mr. Zapple, and later Kenneth Cox, and had also visited and became 
acquainted with all the FCC Commissioners. 

In June and July of 1955, Mr. Tenenbaum, by personal appeals, tried unsue- 
cessfully to get the Commission to act on the petition that had been filed by 
WICS for a rulemaking proceeding to consider the proposal to deintermix 
Springfield so as to make it an all U community and at the same time make St, 
Louis an all V community. It is his recollection that he personally visited every 
Commissioner urging that the matter be set down for consideration. Mr. Tenen- 
baum was particularly concerned about the threat of delay because of copies 
of correspondence which has been sent to him by Milton Trost, a friend in Louis- 
ville, Ky., between Chairman McConnaughey and Senator Magnuson, which 
indicated that a proposed rulemaking which was then pending to assign VHF 
channel 13 to Louisville in place of channel 21 might be held up for a consider- 
able amount of time for general study, and which suggested that a similar fate 
was threatened for the other rulemaking petitions. 

To impress on the individual Commissioners the urgency of prompt action on 
the deintermixture problem, Mr. Tenenbaum supplemented his personal visits 
with letters to each Commissioner © immarizii ; his position and urging that the 
petitions that were pending, including the one for St. Louis, be set down for 
consideration. Mr. Tenenbaum also sent copies of these letters to Mr. Nick 
Zapple of the staff of the Communication Subcommittee of the Senate Interstate 
and Foreign Commerce Committee asking him to help get action. 

In November of 1955, there were disappointing press reports that some of the 
Commissioners intended to vote to deny all deintermixture petitions and would 
call for an overall study. Mr. Tenenbaum sent a telegram protesting that this 
action would be ruinous to KVTI and against the public interest, but to no avail 
The press reports proved correct and all of the proposed deintermixture proceed- 
ings were denied and a new study was ordered in a new general rulemaking 
proceeding. There was more heartbreaking delay This new general rule 
making proceeding dragged along from November 1955 to June 1956 during 
which time the problem of Signal Hill became increasingly acute. Mr. Tenen- 
baum again made frequent trips to Washington speaking to as many of the 
Commissioners as he could, urging that consideration be given to deintermixture 
as a solution to the impossible position which was presented in intermixed 
markets both to the UHF operator and the public. In February of 1956, Mr 
Tenenbaum asked permission to appear before the Senate committee which was 
resuming its hearings on the problems of intermixed UHF-VHF market but was 
unable to appear. However, he continued throughout the spring ol 1956 to 
contact the Commissioners trying to get action on the pending proposals for 
instituting selective deintermixture proceedings. 

n June 1956 the Commission adopted a report finding that interim improve- 
ments on a city-by-city basis might be achieved by eliminating VHF channels in 
some areas and by adding VHF channels in other areas, and calling for hearings 
in each case selected, which included the Springfield-St. Louis area In July 
1956 the Senate Committee on Interstate and Foreign Commerce, headed by 
Senator Magnuson, which had been studying this subject, issued its interim 
report in which the Senate committee endorsed the Commission’s action and 
urged the Commission to take as prompt action as possible to deintermix particu 
lar areas. We were deeply gratified but soon were once again disappointed at 
the slowness with which the proceedings were handled Che time for filing 
comments and replies was extended at least twice and again Mr. Tenenbaum 
made trips to Washington to personally speak to the Commissioners, emphasiz- 
ing the desperate situation the station was in and the equally important interest 
of the St. Louis public in having the uncertainties of the intermixture situation 
resolved. That we were not alone in exasperation at these delays is evident 
from the comments in the Celler committee report of March 13, 1957, criticizing 
the Commission for its indecisiveness and delays 

From the trade press my partner and I became convinced that in spite of 
these delays the Springfield-St. Louis area would eventually be deintermixed as 
part of the solution to the overall problem We continued to put money into 
Signal Hill to meet payroll and other operating expenses at the rate of S10,000 
to $20,000 a month to stay on the ail Our cash investment in Signal Hill, as 
of June 30, 1956, was $1,007,000. During the 8 months these hearings dragged 
on and the business became even worse, we had to put an additional $200,000 
into the company to stay on the air 
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During all of this time we were natural concerned as to what our rights 
as an existing UHF operator would be if Springfield were deintermixed into 
an all UHF community and channel 2 were transferred to St. Louis. The ques 
tion had been talked about in a general way in the UHF fraternity, and in 
the spring of 1956 we hoped that the question would be cleared up through 
legislation coming out of the Senate committee hearings in the early spring 
Mr. Tenenbaum missed the Senate hearings and was only able to read the 
transcript of the testimony, including that of Commissioner Hyde. On March 
12, he wrote Mr. Hyde commenting on his testimony before the Senate com 
mittee, but stating that he was disturbed at the thought that if deintermixture 
took place and the owners of existing facilities would have to go into hearings 
lasting a couple of years, the station “could eventually be cured but could go 
bankrupt in the meantime.” Mr. Tenenbaum’s letter concluded by stating 
“while this may be premature, I wonder if you could give this aspect some 
consideration.” Mr. Tenenbaum received no reply to this letter 

Later, in the summer of 1956, after the selective deintermixture proceedings 
were instituted, the interim report of the Senate subcommittee was issued 
which contained language that “if a VHF channel deleted from one community 
is allocated to another community with a faltering UHF station, or a UHF 
station that has been forced off the air, the licensee of the latter should be 


granted the new VHF channel To us, as nonlawyers, this seemed to say 
that under the law the Commission could give us a permanent license on chan 
nel 2 without a comparative hearing. One of our attorneys agreed that this 


was so, but the other attorney gave us an opinion that a permanent grant 
could not be given under the Ashbacker decision We decided to retain inde 


pendent counsel to resolve the question \fter exhaustive consideration, he 
also reached a negative opinion and we had to accept the bitter advice that 
the recommendation of the Senate committee could not be followed under ex 
isting law, and that despite all our struggles to give St. Louis a service for 
over 3 years, we would have to accept the ordeal of a comparative hearing 
with any newcomers However, we were told by all our attorneys that there 
was clear authority for the Commission issuing us a temporary VHF authority 


on channel 2 pending the hearing on condition that we would be spending 
money on the VHF channel at our own risk and could get no benefit in any 
comparative hearings for programing done or money spent under the temporary 
grant 

Expecting that the Commission this time would act promptly, Mr. Tenen 





baum contacted the American Broadcasting Corp n the late fall of 1956 to 
enter into a full affiliation agreement Because KTVI was on UHF, and na 
tional advertisers preferred VHF in intermixed markets, ABC would only 
give us on a per program basis, programs which ABC could not clear on chan 


nel 5 or 4. Channel 5 was the basic NBC affiliate and channel 4 was the basic 
CBS affiliate. These stations were clearing ABC programs only on a delayed 
basis out of their live or regular time, and ABC had a problem in satisfying 
sponsors Many of their sponsors refused to order us as a UHF station in 
an intermixed market even though the two VHF stations couldn't clear at any 
time, so that the St. Louis public was not getting all ABC programs either live 
or delayed 

The ABC officials were pleased at the prospect of possibly having a third 
commercial VHF outlet in St. Louis and an affiliation agreement was entered 
into, conditional on Signal Hill obtaining authority to broadcast on a VHF chan 
nel.; ABC had typed up the contract to provide that it would be effective only if 
KTVI was on the air by June 1, 1957 on a VIF channel “pursuant to FCC au 
1 


i 


} 
th 





thorization to you as licensee We pointe it to ABC that we had beer 
advised that since competing applications were to be expected, we could only 
be given a temporary authorization, and asked that the words “the licensee” be 
deleted This was done and the contract was signed on December 11, 1956 
Also, during December 1956, Mr. Tenenba entered into negotiations with 
CBS with a view to agreeing upon the use of a con m tower and transmitter 
site if Columbia were given a grant on channel 11, and Signal Hill received 
an authorization on channel 2, if the deintermixture proceedings resulted in 
the shift of that channel to St. Loui {s in the case of the arrangements with 
ABC, these negotiations proceeded on the express understanding that the au 
thorization to Signal Hill would have to be a temporary one if, as was inevit 
able, competing applications were filed for a permanent authorization. <A: 
cordingly, the contract signed December 19, 1956, was conditional upon Signa 


Hill recelving authority temporary oO! otherwis« to operate on channel 2 
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The morning and evening newspapers in St. Louis had carried news articles 


on October 12, 1956, headed “FCC Proposes Shift of TV Channel Here,” and op 
December 1, 1956, articles headed “KTVI Supports Channel Changs We were 
besieged with inquiries from advertisers Accounts were refusing to buy time 


because we, ourselves, said that in the event the Commission decided to transfer 


channel 2 to St. Louis as a deintermixture order we would apply fo1 


| f the channel, 


and if we were not given temporary authority subject to a hearing e would 
go off the air on channel 36 while we were going through the hearing 

After the conditional affiliation and joint tower agreement had been entered 
into, proceedings again began to drag. There was a press report of C 


pl ( OomMmM ission 
action, which proved to be premature, and once again Mr. Tenenbaum went to 
Washington, saw as many of the Commissioners 





as he could, emphasizing the 


importance of a decision one way or the other since the market w 


aus how il 
complete uncertainty and if St. Louis was not to be deintermixed into an all 
VHF market, the sooner Signal Hill knew it the better 

The need for some decision was particularly acute since the baseball 
was scheduled to being on April 15 and the Anheuser-Busch Co. was 
hooks as to whether it would be able to carry the Cardinal games for 1957, as 
had been done in the previous 3 years, and the Anheuser-Busch Co. wrote to the 
various Commissioners setting out these facts 

On March 1, 1957, the Commission handed down its report and order which 
modified our authorization to provide for temporary operation on channel 
subject to conditions recited in the order 

On March 7, we accepted the temporary operation on channel 2 subject to the 
conditions recited in the order, and in fulfillment of one of the conditions sub- 
mitted the necessary information for the preparation of engineering specifica 
tions to cover the temporary operation on channel 2. On March 14, we received 


a telegram from the Commission approving these specifications; and on March 


season 


tenter 


» 


21, we filed our application for regular operation on channel 2 (bout this 


time, Louisiana Purchase Co., a newly formed corporation 
plication for regular operations on channel 2 

I think the day we filed the permanent application we filed the request to go 
dark to modify our facilities We inserted an announcement in the St. Louis 


newspapers, a copy of which Mr. Tenenbaum sent to each of the Commi 


i 


LISsO ed an ap- 


stoners 
During the ensuing three weeks we removed the channel 36 transmitter from 
the building, delivered it to General Electric and installed the el 2 trans- 


mitter. We also removed the channel 36 antenna from the top of the tower 


iil 


and installed the channel 2 antenna, resuming operations on channel 2 on April 
15 in time to telecast to the St. Louis public the first St. Louis Cardinal out 


of-town baseball game on April 16. During this same period both Mr. Tenen- 
baum and I were frequently in Washington conferring wit} 


counsel, preparing 
or executing papers for filing with the Commission and the courts, mainly 


lefining Signal Hill’s rights to stay on the air under its temporary authori 
zation 


Various actions were filed against us in March of 1957 Among them (1) 
Louisiana Purchase Corp., as applicant for channel 2 in St. Louis, filed a pro 
test against the temporary authority awarded to us to operate on channel 
2; (2) Cape Girardeau Television Co. filed a brief opposing all action looking 
toward the use of channel 2 in St. Louis; (8) Sangamon Valley Television 
Corp., the unsuccessful applicant for channel 2 in Springfield, filed petition 
for reconsideration (4) WMAY-TYV, the successful applicant for channel 2 
in Springfield, filed a petition for reconsideration; (5) KWK, Ine icensee of 
KWK-TYV in St. Louis, filed a protest: (6) St. Louis Telecast, In in unsue 


cessful applicant for channel 11 in St. Louis filed a petition for reconsideration 
We filed oppositions to all these Louisiana Purchase went to the Federal 
court in the District of Columbia with a request for a stay, which w 


by the court Petitions and counter petitions were filed 


is denied 


as were other Federal 


court actions. Cape Girardeau Television brought their case in the Federal 
court in St. Paul and our attorneys had to go to St. Paul to argue the case 
The U.S. Court of Appeals for the District of Columbia found for us in the 
cases before it, as did the Federal court in St. Paul Che briefs in these various 
cases in the Federal cours are voluminous and the record speal for itself 

In the late summer of 1957, the St. Louis new ipe carried articles con 


cerning the sale by KWK, Inc., of KWIK-TV to CBS The Globe-Democrat 
owned about 25 percent of KWK, Inc We got th Arthur Weis, presi 


dent of the Globe-Democrat, and found tha é ‘ eptive acquiring al 
interest in Signal Hill if the sale of KWK-—TY to CP ent throug! My partner 
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and I had taken $1,354,000 out of our business to put into Signal Hill and while 


| g 
we were prepared to put into the company whatever additional was needed \ 
saw advantages to our television operation if the morning paper acquired 
minority interest, and advantages to ourselves if instead of continuing to put 
money i! e could ge mone bi \l New house he wher of the news 


paper, as in St. Louis on one f his periodic rips and Mr. Weis brought his 





out to the station At that meeting we agreed on a dea Subsequently I wet 
to New York with our local attorney to meet with Mr. Newhouse’s attorne 
after Some further negotiations, a contract vith the Globe-Democrat Wa 
executed n October 21 1957, and filed with the Comn sion 

To summarize this contract, the Globe was to loan Sign Hill $360,000 l 
of which S2S0,00% be paid by Signal Hill to Peltason, Tenenbaum ¢ 
repay the company for open account advances to Sig Hill 1957 
Globe would purchase 1 VPeltason Tenenbaum Co. the two mortgag 
namely, the Bank r sl I 7 mortgage and the Graybar mortgage wl 
Peltason, Tenenbaum Co. had purchased a year or so ago at a total « 
$140,000; and the Globe would pur e 310.000 share f sa 
(25 percent I the stock it if par Vaile f 10 « Or S51, 

The two applicants for permanent authority ) channel 2 Lou 
Purchase Corp. and Signal Hill The applications were d for m 
parative hearing to start in January 1958 At the na Pu 
chase (< in Decembe the earing date Was postpol Du it 
January, Mr. Hocke preside if Louisiana Pureha in ating 
that the Air Space Safety Panel of the CAB would ne e the site desig 
nated in his application because it was outside the &S I el farm” arei 
and he was faced with serious difficulties finding an In addition, he 
stated that one of his stockholders, who was pi id studio site. desires 
te withdraw as a stockholde For both o ese rea ve is the de 
sirability ties VA expels | ad comparatiy 
hearing, an agreement was entered into with Louisial Purchase to reimburse 
that corporation for its actual out-of-pocke xpense xeeed the amoun 
of $41,000 1d to sell the stockholder f | i i. Purchase, except St. I 
Amusement Co., which Was asserting erest il nnel 1, 10 percent 
the common stock of Signal Hill at ! pric | by the Globe-Democrat 
namely, par value These stockholders were all outstanding citizens whose 
diversity of civic and business interests adde trength to the company Thes 
contracts are part of the Commission’s record and were exhibits at a hearing 
held before Examine SI t which | Mr H ce nd I testified 
some lengtl Following the hearing. Mr. Sl! f ! ed an initial decisi 
finding that the nsolidation of the interests of the tw ipplicants would be 
the public interest and granting a construct erinit Later, the Commissio 
issued an order making final the initial de n of Mr. Sharfman 

This concludes the statement of the iges through which Signal Hill ha 


gone to the present time Mr. Angland requested that we amplify this state 





ment to cover some other questions he asked 

Re trips to Washingt I ld Mr. Angland we did not have any record of our 
trips to Washington After he left I recalled that my secret: keeps a daily 
record of the closing of the Dow Jones rail and indus il averages on a form 
containing on each sheet one square for each day of the montl Years ago we 
started to indicate on the square for the day whether we were here or away nd 
if away, where We do not have this for 1953 but I am sure that Mr. Tener 
baum must have made a fe triy o Washington then in connection with his 
identity with the UHI \s ciation, whi L be eve became active toward the 
end of 1953 R ewing these sheet I find tl ollowing 


Mar. 20-25, 1954 H.T. trip to New York and Washington 
Apr. 9-16, 1954 I 
May 15-21, 1954 I) 
June 13-22, 1954 I 

Aug. 2-4, 1954 l 

Oct, 2 B I 
Feb. 7-12, 1955 HT. trip to Washington and New York 
Apr. 10-18, 1955 Do 

June 21-28, 1955 1 

July 7-13, 1955 HT. trip to New York and Washingto1 

Sept. 7-15, 195 H.'1 » to Wasl ton and New York 


1 ‘ 
I-30, 1954 
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Oct. 12-24, 1955 H.T. and P.E.P. trip to White Sulphur Springs, Wash- 
ington, and New York. 
Nov. 28—-Dec. 2, 1955 H.T. and P.E.P. trip to Washington and New York. 


Jan. 6-13, 1956 H.T. trip to New York and Washington 

Jan. 28-Feb. 7, 1956 Do 

Mar. 22-29, 1956 Do 

Apr. 30-May 7, 1956 H.T. trip to New York and Washington 

May 11, 1956 P.E.P. spent da n Washington en route to New York, 

June 19-22, 1956 H.T. trip to Washington and Chicago. 

July 15-18, 1956 P.E.P. and H.T. trip to Washington 

Aug. 26-31, 1956 H.T. trip to Washington 

Sept. 6-24, 1956 H.T. trip to Washington and New York 

Oct. 1-2, 1956 H.T. trip to Washington 

Oct. 20-29, 1956 H.T. and P.E.P. trip to White Sulphur Springs, Wash- 
ington, and New York 

Dec. 2-11, 1956 H.T. trip to Washington and New York 

Dec. 18-20, 1956 H.T. trip to New York, stopping off during day in 
Washington 

Jan. 7-15, 1957 H.T. trip to New York and Washington 

Jan. 2-25, 1957 H.T. trip to New York, stopping off day in Washington 

Feb. 4-12, 1957 H.T. trip to Washington and New York 

Feb. 21—Mar. 4, 1957 Do 

Mar. 17-21, 1957 P.E.P. in Washington 

Mar. 19-21, 1957 H.T. in Washington 

Mar. 26-28, 1957 P.E.P. in Washington. 

Apr. 19-24, 1957 H.T. trip to Washington and New York 

May 14-18, 1957 H.T. trip to Washington, New York, and Bostor 

Sept. 5-6, 1957 H.T. stopped off in Washington en route home from 
Labor Day week end trip to New York to visit broker 
friends 

Sept. 11-13, 1957 Trip of H.T. to New York and Washington 

Oct. 21-25. 1957 H.T. and P.E.P. trip to Washington and New York. 


Re our contacts with individuals in the executive department of the Govern 
ment: Aside from the Commissioners themselves, Mr. Tenenbaum had only 
casual contacts with the FCC staff. He met some of them when he was an 
officer of the UHF Association, and others when he was a guest at a picnic 
and later at a dinner of the Communications Bar Association, and also at a meet 
ing of the National Association of Broadcasters. However, he does not recall 
having had any discussions with any of them regarding St. Louis. Outside 
the FCC, neither Mr. Tenenbaum nor I recall having any contacts, nor even 
acquaintanceship with anyone in any of the executive departments or agencies, 
including the White House staff, except for a Mr. Simpson in the Department 
of Commerce at whose office I called for information regarding a Terre Haute 
St. Louis separation problem. Our firm, of course, has routine contacts with 
the SEC and other executive agencies of the Government, but these are unrelated 
to the television station 

Re attorneys and public relations consultants: When we filed our original 
application for channel 54 in 1952, we were represented in Washington by 


Messrs, Sher, Oppenheimer & Harris. That firm handled all of our Washington 
legal work for the first year or so. When we went on the air in August of 1958 


we were affiliated with the now defunct Du Mont network. Colonel Roberts 
of the firm of Roberts & McInnis in Washington, was a Du Mont director and 
because we thought it might be of some value to us to be represented in Wash 
ington by counsel who also represented our network, we retained Roberts & 
McInnis They filed briefs representing us in various pleadings before the 
Commission and the courts. I had formed a very high opinion of Mr. Oppen 
heimer and when the deintermixture dockets were being formalized in 1955 
brought him back into our situation as cocounsel We then found a conflict 
of opinion between our two firms of counse!l In view of the conflict, we also 
retained Robert F. Jones, an attorne \ who had been h ghly recommended to us 

When incorporated in 1952, Signal Hill was represented in St. Louis by 
Lowenhaupt, Waite, Chasnoff & Stolar, and since April 1, 1956 has been repre 
sented locally as to general corporate matters by Stolar, Kuhlmann & Meredith 

Re telephone calls to Washington, 1.4 As I told Mr. Angland, we do not 
keep our telephone bills. After they are paid they are thrown away so that 
we only have the telephone bills for the last 2 months We are therefore en 
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closing a letter addressed to the Southwestern Bell Telephone Co. authorizing 
the telephone company to give the committee a record of our telephone calls to 
Washington, D.C 

Re WMAY: We have no contracts or understandings, oral or in writing, 
with WMAY-TV. We first met Mr. Gordon Sherman when we were in Spring- 
field on other business one day in the spring of 1956, and called him. Our meet- 
ing was social, with general conversation about the overall deintermixture ques- 
tion. Sherman was at that time one of the applicants for channel 2 in Spring 
field. We next saw Sherman when he was in St. Louis to attend a baseball 
dinner as his radio station in Springfield was doing radiocasts of the St. Louis 
Cardinal games. I recall that he was in St. Louis on his own business one 
weekend during the summer and that Mr. Tenenbaum and I bumped into him 
That was after the Commission had made its decision as between the competing 
Springfield applicants and awarded WMAY a conditional grant providing that 
no construction be commenced until the Commission specified either channel 
2 or such other channel as might be substituted for it in the deintermixture 
docket. Sherman told us that he felt the order was not legal and that he was 
going to fight it. We told him that we were going to fight just as hard on the 
other side. We further told him that we believed he was butting his head 
against a stone wall because whether he liked it or not deintermixture was 
coming. Anyone who read the report of the Senate Interstate and Foreign 
Commerce Committee and the published statements of the Commissioners, as 
well as the published articles in Broadcasting-Telecasting in early July, could 
see that there was recognition of two things (1) that UHF must be preserved 
if the country was to have competitive TV, and (2) that UHF could only be 
preserved if UHF islands were established, and central Illinois was, in our 
opinion, certain to be one of these islands. We told Sherman “Go ahead and 
fight but if you lose you are a sucker if you don’t try to get channel 36 instead 
of channel 39; 36 will be open whether or not we are put on 2 if that channel 
goes to St. Louis. General Electric will own a secondhand channel 36 trans 
mitter and antenna. You can probably buy them very cheap and would have a 
readymade audience used to tuning to channel 36.” 

That was the last time either of us saw Sherman. After we were on the air 
in May or June 1957, I heard someone had circulated a rumor to the effect that 
we had given WMAY our channel 36 transmitter and antenna. That rumor was 
false. We bought channel 2 equipment from General Electric and they took the 
channel 36 transmitter and antenna back. We have never asked General Elec- 
tric what they did with the equipment because it was not our problem and, 
unless they have resold this equipment, it is still GE’s property stored in some 
warehouse by that company. 

Re our interest in Boston Herald: We have been in business as over-the 
counter dealers since 1932, and take positions in over-the-counter securities for 
our own account and execute orders for customers. 

We, like everyone else who reads the newspapers, were aware that the Boston 


Herald had applied for channel 5 in Boston Jecause of our interest in tele- 
vision, we were subscribers to Broadecasting-Telecasting magazine and through 
the columns of that magazine were familiar with the fact that a grant in Boston 
was imminent At this time Standard & Poor’s (a service to which most dealers 
subscribe) distributed one of their analytical sheets re Boston Herald recom 
mending purchase of the stock. This analysis showed that Boston Herald was 


selling at 18, paying a dividend at $1, and earning $1.72 per share for 1956. It 
showed the range for 1957 had been 19% high, 18 low; and for 1956, 17% high, 
14 low; and for 1946, 45 high, 34% low. We concluded that the purchase of the 
stock at that time was at a sound price justified by earnings and yield whether 
or not the Herald received the television grant, and that if they received the 
television grant the addition of television earnings would be a plus. In short, 
we felt that the risk in purchasing stock at that time on the downside was out 
of proportion to the upside potential 


On Mareh 18. 1957. we purchased 200 shares at IS1V4 On March 14, 1957, 100 
at IS, and 3800 at 18%. On March 15, we bought 400 at 18% and our position 
remained at 1,000 shares for the next 2 weeks. When the trade press reported 
the grant, we bought 2.000 additiona hares on April 15 and 16 at 20% and 21, 
so that we had 3,000 shares in positior Krom Aj 25 through April 29, we 
bought 966 shares additional at prices ranging from 23 to 2444, so that our 
position May 1 was 3,966 shares. We were so recommending the stock to out 
customer t that time believing that it was cheap and that television opera 


tions would add substantially to earnings 
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were 
sections 6, 7 and 12 of the FAIR LABOR STAND- 


or performed 
ACT of of all and regulations and orders of the ADMINISTRATOR af the 
AGE aod HOUR DIVISION imued under section 14 tharect 


oral " oc Sees of fee TORRAGER'S pater which axe jp ony way inncnsinens ot ov in obGiiian to shane 
CONDITIONS of SALE additional epecifying quantity, character ordered, 
Tinting on the COMPANY und shall Sot be considered applicable this sale. 


The comply with all egulieatie Without limiting the generalit: 
ny Go represents Sn | to be tarmaa oth = rendered nas te ay Ge 
RDS and 


the General ‘Technical Department ; the General paengne—Beseteet, Repuaets anager- 
™ Eupeent, of ty Bicone Divison Any adcton tas morifcaiton 5 Canad tae. 
tract to be binding upon the ‘ANY must be in writing and must be signed on behalf of the PANY by any of the 


GEN L_ELECTRI MP. 
£2.) aaluberhs 


RK. BE. Lauterbach 

District Sales Manager 

sroadcast Equinment 
Division 





The foregoing proposal is accepted this Wv day of fae. sa tities SOAS: 
se Signs Mibe te, 
sy .. Lane ofr’ : 
ignature) 
Taek t-Pestased FAES: 
Type Name Title 
Approved_._Janvary 25, 195705... GENERAL ELECTRIC COMPANY — 


oo F teil bi ok, 4 d- Ko > 
Paul L. Chamberlain 
Manager-Varketing 
Broadcast - Militery 
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| Page } 
: Preparation Date 


SCHEDULE “A” SECTION 1—APPARATUS 
TRANSMITTER AND ACCESSORIES TO BE SUPPLIED BY GENERAL ELECTRIC 


TT- a KW TV Transmitter for Channel ae in A . wy 

The Frequency is Offset - (Specify 

Not Offset or Offset Plus or Minus.) The : 

Number includes one set of Tubes *, two sets 

of Crystals, Cooling Equipment, Harmonic Filt 

ers, and Installation and Operating Instruct- 

tions. (Harmonic Filters Not Included When 

Supplied as Driver for Amplifier.) 


KW TV Amplifier for Channel : 
The Type Number includes one set of Tubes *, 


Cooling Equipment, Harmonic Filters, and 
Installation and Operating Instructions. 


Transmitter Control Console, including: ry) 
(1) 7669250 Audio-Video Control Panel 


(1) 7775923 Power Control Panel 
(1) TM-16—-A Calibration Monitor ¢ 
(1) TP-12-A Power Supply 4 
(2) PR-17-A Turret Cabinet 

(2) PR-16—C Base Cabinet 

(1) PR-13-A Monitor Cabinet @ 
(1) PR-ll-A Console End Cap, Right 
(1) PR-11-B Console End Cap, Left 





35 KW Transmitter Dummy Load +3, 385.00] * 
Set of Spare Tubes“ for Transmitter #5, 750.00 | ASK 
Set of Spare Tubes.” for Amplifier 


UHF Sweep Generator 

(The above is included with a 12, 23, or 45 
KW Amplifier. For a 1 KW Amplifier it must 
be purchased separately.) 


VHF Harmonic Filters @ $1. U0 each 


* Less Klystrons for a 12, 23, or 45 KW UHF 
Transmitter or Amplifier. The Klystrons 
must be provided for by four (4) copies of 
a Klystron Tube Lease Agreement. 
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Page 
Preperation Date | 


GENERAL @® ELECTRIC 


E 
SCHEDULE “A” SECTION 1—APPARATUS 


TRANSMITTER SITE MONITORING AND CONTROL EQUIPMENT TO BE SUPPLIED BY GENERAL ELECTRIC 





em | ory | TvP® Of CAT NO. 
| Tu-12-A “ | Television Station Monitor $-, UP 
BA-S-A Limiting Amplifier 
BA-2-A Program Amplifier 
BA-4—E Monitoring Amplifier 
FS-1-B Monitor Speaker, inoluding: 
(1) FS-4-A Monitor Cabinet 
(1) FA-42-A Line-to-Voice Coil Transformer 
(1) S-1201A 12” Speaker 
FS-2-A Wall Speaker, including: 
(1) PS-3-A Wall Cabinet 
(1) FA-42-A Line-to-Voice Coil Transformer : 
(1) S-1200D 12" Speaker 
Audio Patching Assembly, including: 
FA-2-A Jack Strip including 48 Jacks 
FA-3- Jack Panel including Cards 
FA-7-A 2 ft. Patch Cord Set 
FA-7-B 4 ft. Patch Cord Set 
Cabinet Rack Assembly, including: 
PR-1-A Cabinet Rack 
PR—4—A Terminal Board Frame 
PR-6—A Lumiline and Outlet Assembly 
7118764-1 Audio Terminal Block 
7118765-1 Power Terminal Board 
7485321-2 Blower Kit 
FA-6- Blank Panel ¥ 
o - “ ve, Ow 
| 
Total Price, Page Pe MR ere 


p10? 5H te. 
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Page 3 
Preparation Date 


GENERAL @ ELEctRIC 
SCHEDULE “A” SECTION 1—APPARATUS 


ANTENNA AND ACCESSORIES TO BE SUPPLIED BY GENERAL ELECTRIC 


Input Power Rating of 50 KW and a Power 
G Ratio of 3. on Channel 2 


above Antenna is standard 
(specify Standard or Non-Standard) 


If Non-Standard, complete the following: 
above Antenna is to be supplied with: 
(1) Vertical Main beam tilt of degrees. 
(2) Vertical Null Fill-in of degrees. 
(3) Direction pattern in accordance with the 
attached specifications, Page 
(Delete whichever of above are not applicable) 







plexer, with an Input Rating of 80 Kw.) Al,500.00] 74 


Antenna De-Icing Equipment, including: 
Ioer @ $ 390.00 ($4800 rer Bay | “2,017,007 A* 
50 amp De-Icer Control #§120 


nless otherwise specified, VHF Antenna 
Ioer Control Equipment will be wired to 
operate from 230-volt, S-phase, delta-connected 
power. 


UHF Antenna De-Icing Equipment, inoluding: 
KVA De-Icer and Control 


UHF Antenna De-Icer Control Equipment will be 
wv wired to operate from 208~-to-250 volts, 3-—wire, 
single-phase power. 


1 - Bay Batwing Ant hannel 2 for ‘ 
KFA ~et* gro 


Wedel Fil Fee ine vaccecnccvcccesesccukenpeees «+ « 35,367,800 
Be Ra MR as ee ie age re 
I pad ee 


eae 
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Page 4 
Deted 


GENERAL @® ELECTRIC 


SCHEDULE “A” SECTION 1—APPARATUS 
TRANSMISSION LINES AND ACCESSORIES TO BE SUPPLIED BY GENERAL ELECTRIC 


1100 feet of 31/8 inch Transmission 
. 5/** Styroflex 


Stop 
degree Elbow 
90 degree Elbow 
Reducer Coupling 
feet of Inner Conductor @ $ /ft 


Inner Conductor Connector 


ndoor Horizontal Support Assembly 
Outdoor Horizontal Support Assembly 


teral Brace 


Miscellaneous hardware & supports for 
styroflext line. Estimated 


et of | 5/8" Styroflex 
- bay standb tenna 


fee 
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Page 5 
Preparation Date 


GENERAL @® ELECTRIC 


SCHEDULE “A” 





ggcTION 2 - TOTAL PRICE 


Suit: DA..00 Da jnstesteiasiun iapimnamememenk Pande: fad 












Ihe 


The price for each item, which is asterisked or which is supplied bearing the 
name of a manufacturer other than the Company, will be adjusted upeard or 
dowoward to the price in effect on the date of shipment. However, any such 
increase shall not exoeed 20% of the price, of any such ites, as stated in 
this contract. 


The price for each item, which is not asterisked and which is supplied bearing 
the name of the Company, will remain fire for six months from the date the 
contract is approved by the Company. After six sonths from the date the con- 
tract is approved by the Company, the price for each item so qualified will be 
adjusted upward or downward to the Company's price in effect on the date of 
shipment. However, any such increase shall not exceed 20% of the price, of 
any such item, as stated in this contract. 


SECTION 3 — DELIVERY 


Unless otherwise stated, Shipping Estimates given in this section are from 
date of contract acceptance by the Purchaser or from date of issuance of the 
FCC Construction Permit; whichever is later. In the event that the issuance 
of the FCC Construction Permit is the later date, then Purchaser sust promptly 
transmit to the Company, in writing, all technical information and frequency 
data related to the issuance of the Construction Permit in order for these 
Shipping Estimates to be met. 


ITEM NO. SHIPPING ESTIMATES 





All items on or before March 15, 1957 
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Page 5. — 


SCHEDULE “A” SECTION 1—APPARATUS 
Phase I - Color Equipment 


a) atv |_ We Oe AT, O_ 


PY-29-A v Lower Sidebond Trap 

TV-74-A + Transmitter Corrective Filter — 

TV-59-A » Linearity Corrective Amplifier 

TV-60-A ¥ Receiver Corrective Filter 

TVA7-C A&A Utility Amplifier 

TP-17-B “ Power Supply 

PR-9-A “ Mounting Prame ; 5 
PR-1-A XJ] Racks 
PR-3-A KI Front Doors i 

TX-14-A 4 | Signalizer Meh inf 

CDG-1 A Dot Generator » a 

ALT-1 * Linearity Tester “ “ 

COoF-2 “ Crossover Filter 

BCO-1E » Burst Control Oscillator Ayes Iya 
TV-16-C A Color Stab Amp 

TP-24-A “ Power Supplies 

TM-16-B “ Color Monitor 


ll el le ed en ne 


<7 
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Page 
Preparation Date 


GENERAL @ ELectaic 


SCHEDULE “A” 


SECTION 4 - SPECIFICATIONS 


In the construction of the Company's equipment covered by this proposal the 
full intent of the Company specifications in effect on the date of execution 
hereof for the type numbers indicated will be met. Mowever, it is assumed that 
any departure therefrom desirable for reasons of improved design or operation 
will be permissible. 


The Warranty period referred to in the provision entitled “WARRANTY,” for the 
Company items described in this contract is one (1) year from date of ship- 
ment. The foregoing Company warranty does not apply to any equipment supp) ied 
under this contract and bearing the trade mark or trade name of a manufact» 
other than that of the Company. Because af the sore restrictive warranties 
sometime expressed by other manufacturers, the Company, under this contract, 
oan only make available to the Purchaser the warranty of the manufacturer on 
all such equipment. The Company will seoure for the Purchaser, at his request, 
copies of the manufacturer's standard published warranty applicable to all 
such equipment. The foregoing is in lieu of all other warranties, express, 
implied or statutory, and the Company neither assumes nor authorizes any 
person to assume for it any other obligation or liability in connection 
therewith. 


SECTION 6 — EXPIRATION OF PROPOSAL 


SECTION 7 — TERMS OF PAYMENT 





— 


mins tse 


This proposal is void unless accepted within thirty (50) days from this date 


i bos) fi 





ric i pe due on acceptance of this 
] 


— o = : ‘ ‘ : } rt shipment 


= } r *t ; € 16 


<t 
. 
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Page 7 
Preporation Date 


GENERAL @ ELectRic 


SCHEDULE “A” 


SECTION 9 — SUBSTITUTION OF EQUIPMENT 


In the event the Federal Communications Commission issues to the Purchaser a | 
construction permit involving a lower—power output rating of the transmitter | 
or a lesser number of bays for the antenna or a different frequency channel 

than contained in the apparatus herein described, the Purchaser and the Com 
pany may, by mutual agreement, substitute for the apparatus herein described 
such apparatus as will provide the power output rating or the number of bays 

or a different frequency channel permitted by the Federal Communications Com- 
mission at the Company's prices in effect at the date of this contract, pro- 
vided the Purchaser, within thirty (350) days after issuance of such construc- 
tion permit, requests in writing such substitution. 


In the event the Federal Communications Commission issues to the Purchaser a 
construction permit involving a higher-power output rating of the transmitter 
or @ greater number of bays for the antenna or a different frequency channel 
than contained in the apparatus described, the Purchaser and the Company aay, 
by mutual agreement, substitute for the apparatus herein described, such ap- 
paratus as will provide the power output rating or the number of bays or the 
different frequency channel permitted by the Federal Communications Coumis- 
sion at the Company's prices in effect at the time of such sutual agreesent, 
provided the Purchaser within thirty (350) days after issuance of such con- 
struction permit requests in writing such substitution. 


SECTION 10 — SUPERVISION OF INSTALLATION 





The General Electric Company agrees to furnish supervising engineering serv 
ices to aid the Purchaser in planning and saking wiring drawings 
tract 


necting wiring diagram drawings block 

other necessary wiring drawings, prepared speci: r the Purchaser's 
station will be prepared by the Company at Syracuse as requested by the Pur- 
chaser. All engineering and drafting services hereunder and including en- 
gineering services on the Purchaser's premises shall 
ourrent rate being charged by the Company 
Instruction Books with the equipment at no charge. In the absence of a pro- 


; 
: 
lr 


th 

vision specifically obligating General Electric Company to sake any part of 
the installation, Purchaser shall assume all responsibility for the 

tion and operation of the apparatus covered by this contract. - 





Stgseers, 


Se 


-' STs 


So. Meee - 2 





REGULATORY COMMISSIONS AND AGENCIES 3551 


GENERAL QB ELECTRIC dome 


SCHEDULE “A” 


SECTION \- INSURANCE 


The provisions of Clause 3, entitled "DELIVERY', appearing on the Contract, 
to which this SCHEDULE "A" is attached, are specifically modified for the 
purposes of this transaction as follows: 


Irrespective of any express or implied conditions elsewhere herein 
concerning risk of loss to be borne by the Purchaser while the 
apparatus is in transit, the Company will maintain goods—in—transit 
insurance under which the Purchaser's interest in the apparatus will 
be protected provided the Purchaser inspect all shipments immediately 
upon receipt and report any shortages or damages at once to the 
carrier and to the Company. 
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The CHatrMan. It is quite obvious that we will not be able to 
conclude this afternoon. Apparently there is a good deal of informa- 
tion which the staff has, and it 1s necessary to assimilat te in order to 
make the record complete. We also have ‘another witness here with 
information to give to the committee that has something to do with 
this. 

Mr. Lishman, if you are not ready to go ahead at this time, we will 
ecess this hearing until 9 o’clock in the morning, at which time J 
will be here. 

Mr. Currrorp. Are we to be here at 9, Mr. Chairman ? 

The CHarrMan. Can you make it ? 

Mr. Currrorp. Yes, Mr. Chairman, we can. 

The CHarrman. Apparently we will save a lot of time by doing 
tl hat. 

Mr. Currrorp. We had Mr. Peltason accompany Mr. Tenenbaum. 
But in: smuc ‘+h as counsel has covered everything with Mr. Tenenbaum, 
all we would like to do would be to introduce Mr. Peltason’s state- 
ment into the record. Counsel has already received « ape: 

The CuarrmMan. We will take care of that in the mornin 

Mr. Currrorp. All right, Mr. Chairman. 

The CHatrmMan. Does Mr. Pe ” ason understand that he is to supply 
ertain accounting information with reference to operating losses and 
so forth, as we discussed a day or anual 

Mr. ay te Yes, ¥ we have that. We must get it from the books 

-h are in . Louis. But within certainly a week or, say, 5 days, 
vill } have that and will give it to the counsel. 
7 he CHarrMAN. I might state, so that everyone will know, that the 


reason for this unusual proced ire is that there are some other things 
rolIng on W hich members of this committee have long since com- 
tted themselves to. This has been started a sood while ago Obvi- 
V We will not be able to vel through with this in nother hour or 
_ The House meets at 10 o’clock tomorrow, at which time we 

) to the 5-minute rule on the recipr il trade program. 
We cannot be here at that time der the rules of the House. We 
these witnesses from St. Louis here. We do not want to make 
ome back, but yet we int to get all of the information that 


Cre ommiuttee 1s e! titled to have, 

Chat is the reason for this rather tight schedule 

Mr. Ciirrorp. Will we meet in this room, Mr. Chairman? 

Che CuarrMan. In this room. With that understanding, I will be 
here at 9 o'clock. | hope others w ill, too, The committee will stand 
in recess until that time. 

(W hereupon, at 5:10 p.m., the committee recessed to reconvene at 
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INVESTIGATION OF REGULATORY COMMISSIONS AND 
AGENCIES 


WEDNESDAY, JUNE 11, 1958 


Hovss or RepreseNrAtives, 
SprectaL SUBCOMMITTEE ON LEGISLATIVE OVERSIGHT 
of THE CoMMITTEE ON INvERSTATE AND ForEIGN COMMERCE, 
Washington, DC. 

The special subcommittee met, pursuant to recess, at 9 a.m., in room 
1334, New House Office Building, Hon. Oren Harris (chairman of 
the subcommittee) presiding. 

Present: Representatives Harris, Williams, Mack and Moss. 

Also oe nt: Robert W. Lishman, counsel to the subcommittee; 
Stephen J. Angland, subcommittee attorney; and Herman C. Beasley, 
subcommittee clerk. 

The CuairMan. The committee will come to order. 

Mr. Tenenbaum, you might come around. 

In view of the fact that we are going to be called to the House at 


10 o’clock this morning, we just cannot wait any longer. 


To start with, we would like to accommodate you if we can. We 
would like to complete this testimony in order that this phase of the 


| hearings can be concluded. 


The counsel tells me that he has substantial document records that 
he needs to present which we hope we can get to this morning. 

Mr. Lishman, if you are ready to proceed this morning, you may 
proceed. 

Mr. Lisuman. Yes, sir. 

Mr. Chairman, at this time, in view of the need for expedition and 
the fact that Mr. Angland has prepared this case, I would like to 
have Mr. Angland question the witness this morning. 

The Crarrman. Very well, you may proceed, Mr, Angland. 

Mr, Anctanp. Mr. Tenenbaum, did you give any presents to the 
Commissioners in 1957 ¢ 


TESTIMONY OF HARRY TENENBAUM, PRESIDENT, SIGNAL HILL 


TELECASTING CORP., ST. LOUIS, MO.; ACCOMPANIED BY CLARK M. 
CLIFFORD, ATTORNEY, WASHINGTON, D.C.—Resumed 


Mr. TeneNBAumM. No, sir. 
Mr. Anetanp. In October 1956 you visited General Electric in 
Syracuse ? 

Mr. TeneNBAUM. Yes, sir. 

Mr. ANeGLAND. Was it your testimony yesterday that you discussed 
your debts with General Electric at that time? 
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Mr. Tenensaum. Correct. 

Mr. ANGLAND. Was it also your testimony that you did not discug 
channel 2 equipment at that time / 

Mr. Tenensaum. I asked them how long it would take to many. 
facture it or prepare it. 

Mr. ANGLAND. Was the main discussion regarding your debts! 

. TENENBAUM. Yes, sir. 

Mr, Aneuanp. Did you sign the GE contract or was the GE con. 
tract signed to prevent being off the air for 2 months? 

Mr. Texenraum. We signed it so that it would be available, and 
hoped it would be available in time to broadcast the first Cardinal 
ball game. 

Mr. AncLANnp. Doesn’t your written statement state that you signed 
the GE contract early to prevent being off the air for 2 months / 


~ 


Mr. Tenenpaum. I don’t recall the statement. We might have | 


We may have. 

Mr. Anauanp. Is it your testimony that you did or did not sign 
the contract to keep from being off the air for 2 months ? 

Mr. Tenensaum. We signed the contract so the equipment would 
be available as quickly as possible. 

Mr. AnGLAND. Then your testimony is that you did not sign the 
contract for that purpose, or that you did sign it for that purpose? 

Mr. Tenenpaum. Yes, if we could have cotte n it to save 2 months 
we would have signed it. 

Mr. Aneianp. Did you sign the GE contract to keep from losing 
air time? 

Mr. TENENBAUM. Yes, sir. 

Mr. Anatanp. You signed an ABC contract prior to the decision 
of the Commission. You signed an equipment contract prior to the 
FCC decision. What other preparations did you make for channel 
2 prior to the FCC decision 4 

Mr. TeNeENBAUM. We signed a contract with the CBS Broadeast- 
ing Co. to use a site. 

Mr. AnGLAND. Transmitter site / 

Mr. Tenenpaum. ‘Transmitter site, for permanent site. 

Mr. AnaLAND. When did you sign that contract ? 

Mr. Tenenpaum. I believe that was in December. 


| 


Mr. AncLAND. What date in December? Do you recall? Early | 


December ? 
Mr. Tenenpaum. I would say about the 18th or 19th. 


Mr. Anetanp. When did you pay Mr. Jones the $50,000 balance 


on his fee? 

Mr. TenenBAuM. We paid that, I believe, in May. 

Mr. Anauanp. In May ? 

Mr. TeneNBAUM. May. 

Mr. ANGLAND. Was it in one piece that you paid him ? 

Mr. Tenenzaum. We paid him $5,000 after 7 months, as I remember 
it, and then the balance. We paid him $25,000, I believe in May, and 
gave him notes for $20,000, which was paid in the latter part of that 
year. 

Mr. Aneianp. Was that $50,000 fee contingent on getting chan- 
nel 2? 

Mr. TenEenzAUM. No, sir. 
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Mr. AneaLAND. Was that onan hourly basis? 

Mr. TeNENBAUM. When you say was it contingent on getting chan- 
nel 2, we had no agreement as to the final fee. I retained him for 
$5,000, and as the work progressed we were to pay him additional, 
and then we were were successful we arrived at that figure. 

Mr. ANGLAND. Was it your testimony that Mr. Jones helped with 
the pleadings in this case ? 

Mr. TeENENBAUM. He definitely did, sir. 

Mr. Ancianp. Didn’t you tell me in St. Louis that Mr. Jones had 
nothing to do with the preparation of the papers in this case? 

Mr. TENENBAUM. No, sir. 

Mr. Anatanp. Did you intend to keep Mr. Jones’ representation of 
you secret ? 

Mr. TeNENBAUM. No, sir. 

Mr. Anoatanp. I would like to put in the record the list of Mr. 
Tenenbaum’s and Mr. Peltason’s trips to Washington. Is that all 
right ? 

Mr. TENENBAUM. Oh, certainly. 

The CuarrMan. Did this not go in the record yesterday ? 

Mr. ANGLAND. I don’t think it went in the record, Mr. Chairman. 

The Cuatrman. Let it be received, to be sure. 

Do you remember, Mr. Lishman ? 

Mr. Lisuman. I don’t think that exhibit of trips did. 

The CHarrMan. Let it be received. If it is in the record it won’t be 
necessary to put it in again. 

(The exhibit referred to follows:) 


Tabulation showing trips to Washington and Boston 


Following is a list of all such trips from January 1, 1954, to date: 


Mar. 20-25, 1954___--- H. T. trip to New York and Washington. 
Apr. 9-16, 1954____--. Do. 

May 15-21, 1594_____. Do. 

June 13-22, 1954_____- Do. 

Aug. 2-4, 1964... _..-. Do. 

Oct. 21-30, 1954_____- Do. 

Feb. 7-12, 1955.._.__.. H. T. trip to Washington and New York. 
Apr. 10-18, 1955____-- Do. 

June 21-28, 1955....-- Do. 

guly 7-18, 1965........ H. T. trip to New York and Washington. 
Sept. 7-15, 1955.._..._. H.T. trip to Washington and New York. 
Oct. 12-24, 1955_-.__- H. T. and P. E. P. trip to White Sulphur Springs, Wash- 


ington, and New York. 


Nov. 28 to Dec. 2, H.T. and P. E. P. trip to Washington and New York. 
1955. 


Jan. 6-13, 1956_____-- H. T. trip to New York and Washington. 

Jan. 28 to Feb. 7, 1956_ Do. 

Mar. 22-29, 1956____~-_ Do. 

Apr. 30 to May 7, 1956_ Do. 

i ae”, P. E. P. spent day in Washington en route to New York. 
June 19-22, 1956___.-- H. T. trip to Washington and Chicago. 

July 15-18, 1956_____- P. E. P. and H. T. trip to Washington. 

Aug. 26-31, 1956_..____ H. T. trip to Washington. 

Sept. 6-24, 1956______ H. T. trip to Washington and New York. 

Oct. 1-2, 1956___..__. H. T. trip to Washington. 

Oct. 20-29, 1956__.._. H. T. and P. E. P. trip to White Sulphur Springs, Wash- 


ington, and New York. 
pee. 2-11, 1966_...... H.T. trip to Washington and New York. 
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Dec. 18-20, 1956__---- H. T. trip to New York, stopping off during day in Wash- 
ington. 

Jan. 7-15, 1957_.--... H. T trip to New York and Washington. 

Jan. 22-25, 1957_..... H. T. trip to New York, stopping off day in Washington, 

Feb. 4-12, 1957..-... H. T. trip to Washington and New York. 

Feb. 21 ‘to Mar. 4, Do. 

1957. 

Mar. 17-21, 1957... -- P. E. P. in Washington. 

Mar. 19-21, 1957... H. T. in Washington 

Mar. 26-28, 1957_---- P. E. P. in Washington. 

Apr. 19-24, 1957_____- H. T. trip to Washington and New York. 

May 14-18, 1957_---- H.T. trip to Washington, New York, and Boston. 

Sept. 5-6, 1957_---- ~ H. T. stopped off in Washington en route home from 
Labor Day weekend trip to New York to visit broker 
friends. 

Sept. 11-13, 1957---_ Trip of H. T. to New York and Washington. 

Oct. 21-25, 1957______ H. T. and P. E. P. trip to Washington and New York. 

Feb. 5—7, 1958... P. E. P. trip to Washington. 


Mr. Lisuman. This is not in the record. There was a statement 
about the trips in another document. 

The CuarrMaNn. Let it be received. 

Mr. Aneianpb. On any of these visits did you fail to visit Com- 
missioners ? 

Mr. TENENBAUM. Yes, s 

Mr. AnGianb. Can you ide ntify those trips that you took ? 

Mr. Tenenzaum. No, sir. 

Mr. ANaianp. Did you see Commissioners on most of these visits? 

Mr. Trnenpaum. I would say that—yes, sir, I will say “yes” to 
that. 

Mr. Aneianp. Would you take a look at this document ? 

Mr. Tenenspavum. I have it. 

Mr. Aneianp. Did you see the Commissioners on your visit of 
October 1 and 2, 1956? 

Mr. TrenensBaum. I believe on that trip, Mr. Angland, that there 
was a bar association picnic, a Federal Communications-bar associa- 
tion picnic, which I attended. 

Mr. Ancianp. Did you see Commissioners on that trip? 

Mr. Tenenpaum. I believe I saw them at the picnic. 

Mr. Anatanpb. Did you talk to them about your case ? 

Mr. Tenenpaum. I don’t think I did. I don’t think I would have. 

Mr. Aneianp. Did you call Mr. Peltason in St. Louis and ask him 
to make any representations or have any representations made to the 
Commission on October 1 or 2? 

Mr. Tenenpaum. I may have called him, but I don’t recall. 

Mr. Ancianp. Did you ask anyone else in those 2 days to make rep- 
resentations to the Commission ? 

Mr. Tenenpaum. I don’t recall that, sir. 

Mr. Anotanpb. Did you have anyone ask Senator Symington to call 
any Commissioner ? 

Mr. Tenensaum. Did I ask— 

On that I can’t recall. Senator Symington’s office when I first 
came into Washington did call, I think, over to the Commission say- 
ing I was in town. 

Mr. Anoatanp. On those 2 days did you request anybody to? 

Mr. Tenensaum. No; I’m sure that I didn’t. 

Mr. Aneianp. I would like the committee to know that the Mack 
diary shows that on October 3, the day that the Commission added 
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channel 36 to the rulemaking proceeding, Senator Symington talked 
to Mr. Mack regarding the UHF problem of Mr. Tenenbaum. 

On October 4, I would like to submit a telegram from Senator 
Symington to Mr. Mack, received October 5, regarding Mr, Tenen- 
baum’s problems. Another wire on October 5 from Senator Syming- 
ton to Commissioner Mack. <A copy of a wire to Senator Symington 
from Commissioner Mack dated October 5, and a letter from Senator 
Symington to Commissioner Mack dated October 11, 1955. 

I would like these to be submitted for the record. 

The CuHatrMAn. Let them be received. 

(The documents referred to follow :) 

St. Louis, Mo., October 
Hon. RicnHarp A. MACK, 
Federal Communications Commission: 

Confirming our conversation my constituent, a small businessman, has invested 
with his partner $1 million cash in a television venture. He has never been 
accused of violating any law and has adhered rigidly to all directives and 
rules and regulations from his Government. Nevertheless, because of those 
very rules and regulations, now stands to lose every cent of this investment 
because of possible additional ruling which, putting it mildly, would seem to 
favor the already highly profitable great corporations as against any small 
independent competition. I have many years experience in the radio and 
television business and have studied this case carefully, and it is incredible 
to me that under our supposed free enterprise system this small businessman 
could lose his entire investment in a new and growing and very profitable 
industry. How can any regulation stand up in the public interest which 
wipes out this man under these conditions? Thank you and the other members 
very much for that consideration you believe proper in this matter. 

STUART SYMINGTON, 
U.S. Senate, 


St. Louris, Mo., October 5, 1955. 
In re Mr. Henry Tenenbaum, St. Louis, Mo. 
Hon. RicHarp A. MACK, 
Federal Communications Commission: 


Confirming our conversation my constituent, a small businessman has invested 
with his partner $1 million cash in a television venture. He has never been 
accused of violating any law and has adhered rigidly to all directives and rules 
and regulations from his Government. Nevertheless, because of those very 
rules and regulations, now stands to lose every cent of this investment because 
of possible additional ruling which, putting it mildly, would seem to favor the 
already highly profitable corporations as against any small independent com- 
petition. I have many years experience in the radio and television business 
and have studied this case carefully and it is ineredible to me that under our 
supposed free enterprise system this small businessman could lose his entire 
investment in a new and growing and very profitable industry. How can any 
regulation stand up in the public interest which wipes out this man under 
these conditions. Thank you and the other members very much for that 
consideration you believe proper in this matter. 

Stuart SYMINGTON, 
U.S. Senate. 


OcTOBER 5, 1959. 
Senator Stuart SyMINGTON, 
Creve Coeur, Mo.: 


I appreciate your telegram and will see to it that the situation is brought 
to the attention of the full Commission for careful consideration at the earliest 
possible date. Please call me when you are in Washington. 

RIcHARD A. MACK, 
Commissioner, Federal Communications Commission. 
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CREVE CoEeurR, Mo., October 11, 1955, 
Hon. RicHarp A. MACK, 


Commissioner, Federal Communications Commission, 
Washington, D.C. 


Deak Mr. CHAIRMAN: Thank you very much for the gracious courtesy of your 
telegram of October 5, just received upon my return to Missouri. 

I deeply appreciate your interest in this matter, because it does not look right 
to me—and although I do not plan to be in Washington for some weeks, as soon 
as I am down there, I will take the liberty of calling you promptly. 

Again with appreciation and kind personal regards, believe me. 

Sincerely yours, 
STUART SYMINGTON. 

Mr. Ancianp. Are you aware that Senator Symington’s son is in 
the law firm that represents you in St. Louis? 

Mr. TeENENBAUM. Yes, sir. 

Mr. Ancanp. You have listed attorneys that you paid fees to who 
represent you before the FCC. Did anyone else get paid directly or 
indirectly ¢ 

Mr. Tenenzaum. No, sir. 

Mr. Ancuanp. To make representations? Did you have any re- 
ports of any conversations of anyone else with the Commissioners ? 

Mr. Tenensaum. No, sir. 

Mr. Anctanp. Your attorneys didn’t give you any reports of their 
conversations with the Commissioner s? 

Mr. Tenensaum. No, sir. 

Mr. Ancianp. Did you so list the letter from Anheuser-Busch ? 

Mr. Tenensaum. Did I so list it? 

Mr. ANGLAND. Yes. 

Mr. Tenenbaum. We were discussing it, and I might have said that 
that letter might be helpful. 

Mr. Ancianp. Did you first solicit that letter from Anheuser- 
Busch ¢ 

Mr. TeNenBavum. I will answer that by saying “Yes.” 

Mr. Anatanp. Did Mr. Scharfield make any representations on be- 
half of you to any of the Commissioners ? 

Mr. Tenenpaum. No, sir. 

Mr. Anetann. Did Mr. Oppenheimer make any representations on 
your behalf before the Commissioners ? 

Mr. Tenenpaum. He may have. 

Mr, Ancianp. Did he make any representations to Commission 
employees ? 

Mr. Tenensavum. I would say that I don’t know that either. Iam 
quite sure you have that. 

Mr, ANGLAND. Specifically, to your knowledge did he make any rep- 
resentations to people in the General Counsel’s Office ? 

Mr. Tenenpaum. No, sir. 

Mr. AncLAND. He did not? 

Mr. Tenenzaum. I say I don’t know, sir. 

Mr. Aneianp. I will submit a copy of a memorandum of the Gen- 
eral Counsel regarding this case, a memorandum to the Commission 
that went along with the order with the final order of the Commission 
that was adopted on February 27, 1957, and released March 1, 1957, 
granting temporary authority to Signal Hill to operate. 

This memorandum is labeled “Additional Views of the General 
Counsel” and is signed Warren E, Baker, General Counsel. 
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The CuHarrman. That is of channel 2? 
Mr. ANGLAND. Yes, sir. 

The CHAIRMAN. Let it be received. 
(The document is as follows :) 


ADDITIONAL VIEWS OF THE GENERAL COUNSEL 


I have considerable doubts as to whether the proposal, insofar as it will result 
ip placing Signal Hill temporarily on channel 2 in St. Louis, could withstand a 
challenge in the courts. 

If the problem was solely a question of the temporary resting place for the 
Signal Hill operation in a situation where the public interest required the imme- 
jiate elimination from the St. Louis area of its existing channel 36, I think the 
ase, though difficult, might be defensible. We would have to face, however, 
grious contentions that the situation was not analogous to the Peoples or Zenith 
cases in view of the existence of other unassigned UHF channels in St. Louis, 
and the fact that, for reasons of minimum separations, Signal Hill will not be 
able to use its existing transmitter site for a channel 2 operation but will have 
to build some miles to the west of St. Louis. 

Similarly, if the problem were solely whether the public interest would better 
be served by assigning the winner of the Springfield comparative hearing (the 
conditional grantee) a readily available channel 36, rather than channels 26 or 
39 I think a reasonable case could be made out for picking the channel which an 
appreciable number of people in the area already have tuners for. 

However, with the necessity for deletion of channel 2 from St. Louis resting 
slely on the relatively minor advantages of that channel, rather than 26 or 39 
being used in Springfield, I am convinced that the real weaknesses in the sepa- 
rate aspects of the case will tend to magnify one another. And while the dis- 
cretion of the Commission in such matters is undoubtedly great, I would not be 
surprised if the proposed resolution of the Springfield-St. Louis rulemaking, in- 
sfar as it relates to actual assignments on the channels being switched, were 
held to be an abuse of discretion. 

WARREN FE. BAkKer, General Counsel. 


Mr. AneLanp. The General Counsel took the position that he has 
onsiderable doubt as to whether the proposal so far as a result of 
placing Signal temporarily on channel 2 in St. Louis could withstand 
the challenge in the courts. 

Mr. Tenenbaum, when did ae first purchase stock in WDHD? 

Mr. TeneNBAuM. The first stock purchased in—well, the Boston 
Herald is the name of the ae uny—purchased that March 13. My 
partner purchased it March 13, 1956, I believe. Is that right? 

Mr. ANaLAND. 1957 I believe. 

Thand you herewith a statement prepared by you regarding stock 
purchases of Peltason, Tenenbaum in the Herald-Traveler Corp. 

Mr. Tenenpaum. I have it, sir. 

Mr. Anauanp. Is that a true copy of all purchases by Peltason, 
Tenenbaum ? 

Mr. Tenennaum. This is a true copy as taken from our books, I 
believe. 

Mr. Anouanp. Is that a true copy of all purchases by Peltason, 
Tenenbaum of stock of WHDH, Inc. ? 

Did you purchase any personally through any other broker? 

Mr. T'enenpaum. No, sir. 

Mr. Anctanp. To your knowledge did anyone associated with 
Signal Hill purchase any ? 

Mr. Trenennaum. No, sir 

Mr. Aneianp. Did you hear about this decision on December 19 
at the FCC? 
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Mr. TenenzAum. The first time I know of the Boston Herald was 
that a published article, which I believe you have in your files, mep. 
tioned—if I can get it I would like to see it, but what it had to say 
was this: May I read it ? 

Mr. ANGLAND. Just give us the date. 

Mr. TenensBaum. January 21, 1957. 

Mr. Aneianp. That is the first you learned of the grant to Boston! 

Mr. Tenenpaum. Well, it was not a grant. 

Mr. Anetanp. Is that the first you learned that they might get the 
grant? 

Mr. Tenenzaum. Yes, sir. 

Mr. Anexanp. I would like to put in the record the list of stock 
transactions of Peltason, Tenenbaum in the Boston Herald-Traveler 
Corp. 

The Cuarrman. Are these instruments stock purchases of the Bos- 
ton Herald by Mr. Tenenbaum ? 

Mr. TenensAum. Those are actual purchases that were handled 
through our firm, sir. 

The CuarMan. For identification purposes, what is the name of 
your firm ? 

Mr. Tenenpaum. Our firm is Peltason, Tenenbaum Co. 

The CHatrman. Is that a stock company ? 

Mr. Tenennaum. No, sir; a partnership. 

The Cuarman. It is not the same as your Signal Hill, is it? 

Mr. Tenenpaum. No, sir. 

The Cuarrman. Your partnership bought stock in the Boston Her- 
ald as outlined in these two instruments ? 

Mr. Tenensaum. Correct, sir. Some were bought for customers, 

The Cuarrman. For customers? 

Mr. TenNENBAUM. Yes, sir. 

The Cuarrman. I note all the purchases on this one beginning with 
April 1957, and on through January 1958, show a total of 5,949. Is 
that correct ? 
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Mr. Tenenpavo. If it says it there, it is correct, sir, although we 
never—excuse me. 

The CuHatrMan. We never what? 

Mr. Tenenbaum. We never owned, I don’t believe, that much for 
ourselves. Some of it might have been in customers’ names. 

The Cuarrman. Could you identify what stock you bought for 
yourself ? 

' Mr. Tenenzaum. Mr. Chairman, if I accepted this as being accu- 
rate, would that help ? 

The CuatrMan. We just wanted you to identify it. Yes; if that 
is true. 

Mr. TenenBAvuM. It is true, sir. 

The Cratrman. Is there some way that you can tell what stock 
you purchased for yourself and what stock you purchased for your 
customers ? 

Mr. 'TenenBAum. Well, we have the investment account which is 
purchase for ourselves. The business account is purchase for sale 
to customers, and in our investment account, to answer your question, 
sir 

Mr. Anatanp. Mr. Tenenbaum, maybe it would clear it up if you 
answered this question: 

Did you purchase all of the WHDH stock listed therein in your 
list there for your inventory ? 

Mr. Tenensaum. No, sir. Some was purchased for investment 
account, and it is labeled so. The purchase for inventory is on a 
separate sheet. I will say that this is a true record. 

Mr. Anaianp. Whom did you buy that stock from? 

Mr. Tenenpaum. We purchased this stock from various over-the- 
counter brokers. 

Mr. AnatAnb. Are they listed there? 

Mr. Tenenpaum. They are listed, sir. 

Mr. Aneianp. Did you purchase from any other brokers not listed 
there ? 

Mr. Tenensaum. No, sir. 

Mr. AnoLAND. Did you purchase any stock for anyone that is not 
listed there ? 

Mr. Tenenpaum. No, sir. 

The Cuartrman. Let them be received for the record since they are 
identified. 


(The matter referred to follows :) 
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Mr. Aneatanp. Did you have any brokers in Boston purchase the 
stock for their own account ? 

Mr. 'Tenenpaum. No, sir. 

Mr. AnaLAND. Or any for anyone else’s account ? 

Mr. Tenenpaum. No, sir. 

Mr. ANGLAND. Do you know Mr. Choate? 

Mr. TenenspAaum. I met Mr. Choate once. 

Mr. ANGLAND. When did you meet Mr. Choate ? 

Mr. Tenenzpaum. I met Mr. Choate in May of 1957. 

Mr. Anetanp. Then he did not instruct you regarding purchase of 
this stock, did he? 

Mr. TENENBAUM. No, sir. 

Mr. AnGLANb. Did you buy any stock from other applicants for the 
TV stations? 

Mr. Tenenpaum. No, sir. 

Mr. ANGLAND. Why did you use this one? 

Mr. Tenensaum. In March a broker in St. Louis and a friend of 
ours by the name of Gordon Scherck of the Richter-Scherck Co., which 
is also an over-the-counter dealer, called and said that he had been 
buying Boston Herald stock. He thought it looked like a good in- 
vestment or a good speculation, and he told us he thought we ought to 
take a look at it, and we asked him to send over what inform: ation he 
had on it, papers, which he did. And after we looked it over, the price 
of the stock, and the price the stock was selling for, and with the 
dividend it was paying, and with the earnings, 1t looked attractive, 
and we told him at that time that we weren’t taking large positions 
in anything, but to buy us 1,000 shares of stock, which he did, and 
our first purchase of stock was through him. 

Mr. Anetanp. How many phone calls did you make to Mr. Choate 
from St. Louis? 

Mr. 'TeENENBAUM. From St. Louis I would say after my visit to 
Boston I made maybe two, maybe three. 

Mr. AnatAnpb. How many before your visit to Boston ? 

Mr. 'TenenBAUM. I made none. 

Mr. Aneianp. How did you arrange your visit with Mr. Choate? 

Mr. Tenensaum. I went up there and called Mr. Choate, I think, 
from the airport and asked if I could come over to see him. 

Mr. Anetanp. What did you discuss in Boston with Mr. Choate? 

Mr. Tenrenpaum. This was in, I believe—what did I discuss ? 

Mr. ANGLAND. Yes. 

Mr. Trenenpaum. As a practice, whenever we go into—oh, I dis- 
cussed the affairs of the company. 

Mr. Anetanp. Did you make any phone calls to Choate from any 
place other than St. Louis? 

Mr. TenenBAum. No, sir. 

Mr. ANGLAND. Do you know Mr. Goldfine? 

Mr. TenenBAUM. No, sir. 

Mr. Anetanp. I hand you here a letter from General Electric. 
Would you identify whether you received that letter or not? 

Mr. TeNENBAUM. It isn’t signed, sir. 

Mr. ANGLAND. Did you receive the original of that ? 

Mr. 'TenensBaum. Oh, yes; surely. I see where it is from; yes, sir. 
It is from Mr. Mann. 
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Mr. Anauanp. I would like to put this letter in the record. 

What did you discuss with Mr. Choate on the phone calls? 

Mr. TenenBaum. As I recall it, the stock had started to go down, 
and I asked him how things were going and how he was getting along 
on building his tower and how business w as, and that was the extent 
of what I had to say to him. 

The Cuarrman. The letter referred to will be included in the record, 

(The letter follows:) 

GENERAL ELEcTRIC Co., 
St. Louis, Mo., January 22, 1957. 
Mr. Harry TENENBAUM 


Peltason-Tenenbaum Co. 
St. Louis, Mo. 


DeaR Harry: I just returned to the city for this single afternoon and learned 
from a message from Bob Lauterbach that you placed the TV station equipment 
for channel 2 with him, since we were all together last week. Permit me to add 
my thanks to Bob’s for according this business to us. 

Cordially, 
W. A. MANN. 

Mr. ANGLAND. Did you know that General Electric was starting to 
manufacture your equipment prior to the decision of the FCC? 

Mr. Tenensaum. The decision as published in television magazines 
came down, I think, either a day or so before or the day of January 
18, 1957, and at that time we signed this contract with General Elec- 
tric Co. 

Mr. AnoiAnpb. Did you know of this decision of the FCC prior to 
seeing this in broadcasting magazines? 

Mr. TenensAum. No, sir. 1 may have known the day of the 18th 
when it leaked and somebody probably called me. 

Mr. AnoLANpD. Did you call Mr. Peltason on the 15th in St. Louis 
and tell him that you knew the decision was going to be favorable? 

Mr. TenensAum. No, sir, I didn’t know that. 

Mr. AncLAND. Did you try to prevent delivery of the equipment 
prior to final decision of the FCC? 

Mr. Tenensaum. Well, that is correct. 

Mr. Anouanp. Then it is correct that it was manufactured prior to 
the decision, too ? 

Mr. TenenBAUM. Well, the rumor of the decision came on the 18th 
of January. The decision did not come until the 26th of February. 

Mr. ANGLAND. Was the equipment you ordered manufactured prior 
to the decision of the FCC ? 

Mr. TenenBAuM. It was progressing. 

Mr. ANcLAND. Was it manufactured, to your knowledge? Did they 
want to make delivery prior to decision ? 

Mr. TenEenBAUM. Oh, no, sir. 

Mr. AncLtAND. Did they want to make delivery of a part of it prior 
to the decision ? 

Mr. Tenensaum. No, sir. 

Mr. Anavanp. Did you prevent them from making delivery prior to 
the final action of the Commission 

Mr. TENENBAUM. Well, it wasn’t ready, and I wouldn’t have wanted 
it if the decision was unfavorable. 

Mr. AnGcLAND. Did you tell them not to deliver it ? 

Mr. Tenensaum. We told them that there was a delay, that the 
Commission—it looked as if they were dragging their heels, and we 
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yanted him to slow up the manufacture because we didn’t want the 
General Electric Co. to spend a lot of money, and if the decision was 
against us they would lose whatever part of the manufacture they 
would have on hand. 

Mr. Ancuanp. Isn’t it true that you didn’t want this equipment 
on the ground prior to the decision of the FCC? 

Mr. TeNENBAUM. Yes, sir. 

Mr. ANGLAND. Why ? 

Mr. Tenensaum. Well, we didn’t know whether we were going to 
get a grant. 2 , 

Mr. AneLAnp. You bought the equipment. Why not 

Mr. TenenBAuM. No, sir. If you will, and I would like to have it 
in the record, that the contract, which I think is a part of the record, 
has a cancellation clause written into the contract or is a part of 
the contract. 

Mr. ANeLAND. What was your downpayment on this equipment? 

Mr. Tenesaum. $21,000 and some-odd cents. 

Mr. ANGLAND. When was that made? 

Mr. TenenBAuM. That was made on, I think, the 25th of January, 
1957. 

Mr. ANGLAND. Wasn’t the downpayment $45,000 ? 

Mr. Tenenpaum. No, sir. The contract called for a payment of 
10 percent of the total amount of the equipment with another 10 
percent. to be paid on delivery or on shipment date. 

Mr. ANGLAND. Before shipment, wasn’t it ? 

Mr. Tenensaum. Well, it could be, yes, sir. I will say that would 
be right. 

Mr. ANaLAND. When did you say that $21,000 was paid? 

Mr. TenenBAUM. That was paid the 25th of January. 

Mr. ANGLAND. Are you very certain of that date? 

Mr. Tenenpaum. I think that is what the voucher will show; I 
may be wrong about that date, but it was right in there. 

Mr. Aneianp. Did you try to keep secret your contract with ABC ? 

Mr. Tenenspaum. No, sir. 

Mr. Anetanp. Did you discuss with GE the installation of the 
transmitter and other equipment on your October visit to Syracuse ? 

Mr. Tenennavum. No, sir. I just asked them how long it would take 
tomanufacture. 

Mr. Anetanp. Did you discuss the installation of the transmitter 
and other matters prior to the FCC decision ? 

Mr. Tenenpavum. Not prior to the time it leaked into the trade 
papers. 

Mr. Anexianp. You did not discuss it prior to the middle of 
January ? 

Mr. Tenenspaum. I don’t believe we did, sir. 

Mr. Anetanp. Did you? 

Mr. Tenenpaum. I can’t recall, sir. 

Mr. Aneianp. Is your testimony that you did or did not? 

Mr. Tenenpavum. I don’t think that we did, sir. 

Mr. Anexanp. Is your testimony that you did or did not? 

Mr. TenenBaum. I am trying to answer. 

Mr. AnGLanp. How many visits did you have with GE? 

Mr. Tenenpavo. I think I had one. 
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Mr. Anauanp. Your testimony thus far is that you discussed little 
about the equipment, isn’t it ? 

Mr. Tenenpaum. I just asked them how long it would take to map. 
ufacture the equipment if we ordered it. 

Mr. AneLaANnb. Did you discuss the installation of the channel 9 
equipment on that visit ? 

Mr. TenenzBaum. No, sir. 

Mr. Aneianp. Did you discuss the installation of the antenna on 
that visit ? 

Mr. Tenenpaum. No, sir. 

Mr. Anexanp. Did you discuss the installation of any other equip. 
ment on that visit ¢ 

Mr. TenenBAUM. No, sir. 

Mr. Aneianp. To tie this down, on your Syracuse visit your main 
reason for that trip was regarding your debt 

Mr. Trenenpaum. Correct. 

Mr. Anatanp. And that was the substance of the discussion, was it! 

Mr. Trenensaum. Correct. 

Mr. AneauAnpb. And anything else was incidental ? 

Mr. Tenenpaum. Right, sir. 

Mr. Aneranp. And the only thing that you discussed about channel 
2 equipment was what ¢ 

Mr. Tenensaum. Was how long it would take to manufacture it 
whenever they received an order. 

Mr. AneiAnb. And that was all? 

Mr. Tenenpaum. That was all. 

Mr. Anatanp. Did you prepare these three statements or did your 
attorney prepare these three statements ? 

Mr. Tenennaum. Yes, sir. 

Mr. Anctanp. What are they? Trips to Springfield by Mr. Pelta- 
son or Mr. Tenenbaum / 

Mr. Tenennaum. That I think—— 

Mr. ANGLAND. Can we stipulate admission of these into the record?! 

Mr. Cuirrorp. Unquestionably. 

Mr. LisumMan. May | identify those for the record ? 

The CHarrMAn. Yes. 

Mr. Lisuman. The first isa memorandum entitled “Trips to Spring- 
field by Either Mr. Peltason or Mr. Tenenbaum for Conferences and 
Meetings With Springfield People Concerning Channel 2.” And it is 
a three-page typewritten memorandum. 

The second memorandum is a one-page memorandum entitled 
“Memorandum Concerning Phone Calls or Meetings With Members of 
the Executive Branch of the Government Touching on Channel 2.” 

The third memorandum is a single-page document entitled “Meet- 
ings or Visits With Members and Employees of the Commission.” 

Mr. Cuirrorp. Mr. Chairman, I believe the record should show in 
that regard that those memorandums were prepared by Mr. Tenen- 
baum at the request of your counsel, and so delivered to your counsel 
at his request. 

The Cuatrman. And these are Mr. Tenenbaum’s statements? 

Mr. Cutrrorp. They are, sir. 

The Cuatrman. And they are properly identified, and it is per- 
fectly all right for them to go in the record ? 
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Mr. Cuirrorp. We have no objection. 
The Cuatrman. All right, let them be received for the record. 
(The statements referred to follow :) 


Trips TO SPRINGFIELD BY ErrHeR Mr. PELTASON OR MR. TENENBAUM FOR CONFER- 
ENCES AND MEETINGS WITH SPRINGFIELD PEOPLE CONCERNING CHANNEL 2 


One day in the spring of 1956, Mr. Tenenbaum and Mr. Peltason went to 
Springtield to make a firsthand investigation of the extent to which Springfield 
was covered by the UHF stations in the area. Mr. Tenenbaum had been pre- 
viously introduced to Mr. Sherman when both Mr. Sherman and Mr. Tenenbaum 
were attending a dinner held in St. Louis for broadeasters of the St. Louis 
Cardinal games. Mr. Tenenbaum phoned Mr. Sherman asking if he could have 
lunch with them, at which time Mr. Tenenbaum introduced Mr. Peltason to him. 
The visit with Mr. Sherman was over the luncheon table, with general conversa- 
tion about the overall deintermixture question. 

The next and only other time that Mr. Peltason and Mr. Tenenbaum recall 
meeting Mr. Sherman was one day in August 1956 when they encountered him in 
St. Louis. It is Mr. Peltason’s recollection that Mr. Sherman told him at that 
time that he felt the grant WMAY had received providing that no construction 
be commenced until the Commission specified either channel 2 or such other 
channel as might be substituted for it in the deintermixture docket was illegal. 
Mr. Sherman said that he was going to fight this order, and Mr. Tenenbaum 
told him that we were going to fight just as hard for deintermixture because we 
believed it was sound. Mr. Peltason recalls having told Sherman at that time 
that he believed Sherman was butting his head against a stone wall in fighting 
deintermixture, because whether he liked it or not, deintermixture was coming. 
And Mr. Peltason recalls having told Sherman that if channel 2 were real- 
located to St. Louis, he hoped the Commission would give Signal Hill considera- 
tion. He remembers saying to Sherman that if it turned out that we were 
right and Central Illinois was deintermixed, he should go for channel 36 be- 
cause it would be off the air in St. Louis whether or not we were given any 
consideration on channel 2, and General Electric would own a channel 36 trans- 
mitter and antenna which could undoubtedly be bought cheap, in addition to 
which he would have a readymade audience in an overlap area accustomed to 
tuning to channel 36. Neither Mr. Paltason nor Mr. Teneanbaum have seen Mr. 
Sherman since them. 

In addition to these contacts with Mr. Sherman, there were the following con- 
tacts with Mr. Lee Ruwich, a minority stockholder in WMAY. 

Mr. Tenenbaum met Mr. Lee Ruwich one afternoon in late January or early 
February 1956 when Mr. Tenenbaum was in a New York hotel bar frequented 
by advertising agency and network people and he was introduced to Mr. Ruwich. 
They had a brief general conversation. 

In April 1957 Mr. Tenenbaum and Mr. Peltason were attending the convention 
of the National Association of Broadcasters in Chicago. One night they were 
both having dinner at the Ambassador Hotel with officials of the ABC network 
and others, when Mr. Ruwich stopped and said hello and Mr. Tenenbaum in- 
troduced him to Mr. Peltason, after which he went on to his table. Mr. Tenen- 
baum has not seen him since. 

Mr. Peltason was in Miami in November 1957 on a brief vacation trip. He 
called Mr. Ruwich to make an appointment to go through the station and later 
that same afternoon went to Mr. Ruwich’s office and was shown through the 
WTVJ plant. Mr. Peltason made notes of the things he saw and of the ideas he 
obtained. ; 

The next and last time Mr. Peltason saw Mr. Ruwich was when Mr. Pelta- 
son was attending the National Association of Broadcasters convention in Los 
Angeles in April of this year. 


MEMORANDUM CONCERNING PHONE CALLS OR MEETINGS WITH MEMBERS OF THE 
EXECUTIVE BRANCH OF THE GOVERNMENT TOUCHING ON CHANNEL 2 


Outside of the Federal Communications Commission, neither Mr. Tenenbaum 
nor Mr. Peltason ever had any phone calls or contacts with anyone in any of 
the executive departments or agencies including the White House staff other 
than that Mr. Peltason on one oceasion called at the office of a Mr. Simpson, 
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head of the Air Safety Panel of the CAB. This call was made by Mr. Peltason 
to look at maps showing the designated tower and farm areas in Terre Haute 
and St. Louis. 


MEETINGS OR VISITS WITH MEMBERS AND EMPLOYEES OF THE COMMISSION 


Starting in the spring of 1954 at the approximate time of the Potter hearings 
in the Senate, Mr. Tenenbaum had a number of conversations and conferences 
with various members of the Commission and staff members. No record was 
kept of such conversations or the dates. 

Mr. Tenenbaum was in Washington on a substantial number of occasions and 
would talk from time to time with those Commissioners who were available. 

There is also included in other information furnished at this time, a tabulation 
showing dates within which Mr. Tenenbaum was in Washington. The talks 
that he had with Commissioners and staff members stook place on those dates. 

On one or two occasions, Mr. Peltason, while in Washington, visited with one 
or more of the Commissioners. 

Mr. Anetanp. For the present we have concluded our questioning 
of Mr. Tenenbaum. We would like to have him further, but we have 
15 minutes, and I want Mr. Peltason to identify some documents and 
answer a few questions before 10 o’clock before the committee has 
to go. 

The Cuatrman. Are you through with this witness ¢ 

Mr. AncLAND. I will have to be at this time. 

The Cuatrman. I wanted to ask a question. 

Mr. Wituiams. Mr. Chairman, I have one or two questions I wanted 
to ask. 

The Cuatrrman. Yes. Mr. Williams. 

Mr. Witu1aMs. If he is coming back I will defer my questioning. 

The Cuarrman. We had hoped to conclude with this witness this 
morning if possible. I have some questions I want to ask. 

You go seaeeh and I will follow you and Mr. Moss. 

Mr. Witur1ams. Mr. Tenenbaum, you indicated that you had several 
phone conversations with Mr. Choate of the Boston Herald-Traveler. 
I believe you indicated also that the subject of these telephone calls 
was concerning stock that you either had bought or were planning to 
buy in the Boston Herald-Traveler. Is that correct? 

Mr. Tenenpaum. I made one call at the airport to Mr. Choate 
when I arrived in Boston, and made the other calls after I had been 
there. 

Mr. Witu1ams. Did Mr. Choate call you in St. Louis? 

Mr. TeNENBAUM. No, sir. 

Mr. Wituiams. Did you ever call Mr. Choate from St. Louis? 

Mr. Tenennaum. After my visit to Boston I did, sir. 

Mr. Witu1ams. What was the purpose of those calls? 

Mr. Tenenpaum. Well, we had an interest in the stock, our cus- 
tomers at that time had an interest in the stock, and, as I recall it, 
the stock started to go down pretty badly, and customers would call 
us and say “Well, what’s going on in Boston Herald” And I would 
call Mr. Choate and ask him how were things going. 

Mr. Wirx1ams. Quite obviously you were being called, I presume, 
when the stock would begin to go down, and you wanted to look after 
the interests of your customers as well as your own interests. Then 
you would call Mr. Choate to find out what the true conditions were 
with the Boston Herald. Is that right? 

Mr. Tenensaum. That is correct, sir. 
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Mr. Wiu1aMs. Did you ever discuss this television channel appli- 
cation that the Boston Herald had before the FCC ? 

Mr. TeNENBAUM. No, sir. 

Mr. Wituiams. You never discussed that with Mr. Choate? 

Mr. TenenBaum. No, sir. 

Mr. Witu1amMs. How close are you and Mr. Choate socially or as 
friends? Would you say that you were intimate friends ? 

Mr. TenenBAuM. No, sir. 

Mr. Witu1aMs. Then you would hardly contact Mr. Choate simply 
to pay your personal respects, without some prompting or without 
some reason for doing so, would you ¢ 

Mr. Tenenpaum. ‘That is correct, sir. 

Mr. Witu1aMs. Then the telephone conversations which took place 
between you and Mr. Choate actually were dealing with business 
matters and not personal matters ¢ 

Mr. Tenenbaum. It was business matters. 

Mr. Wiuu1ams. Thank you very much. That is all. 

The Cuarrman. Mr. Moss. 

Mr. Moss. Did you ever talk with any member of the Commission 
or the staff of the Commission regarding the Boston television situ- 
ation 

Mr. TenenzsAum. No, sir. 

Mr. Moss. With respect to the contract entered into by Signal 
Hill and General Electric for equipment, you indicated that you 
learned through some publication on the 18th of January that you 
had been awarded channel 2? 

Mr. Tenensaum. That the Commission had had what you might 
say a vote to instruct the staff, or a leak as to the vote, and I learned 
that probably through a phone call from Washington. But I read 
in the publication about 2 or 3 days later. 

Mr. Moss. When would you say your phone call information was 
conveyed to you? 

Mr. Tenenbaum. I would say the 18th, sir. 

Mr. Moss. The 18th. On the 18th your company signed the contract 
with General Electric Co. ? 

Mr. TenENBAUM. That is correct. 

Mr. Moss. You had completed all negotiations for the necessary 
equipment 4 

Mr. Tenennaum. I think one of the representatives of General 
Electric had been in town on the 15th, and we didn’t sign the con- 
tract until later. 

Mr. a You felt that the leak was so reliable as to permit you 
to go ahead and commit yourself to this contract ? 

Mr. Tenennaum. We took a calculated risk. 

Mr. Moss. You indicated, in response to a question earlier, that you 
had desired delaying this in order to prevent the General Electric Co. 
from incurring a loss. 

Mr. TenENBAUM. Yes, sir. 

Mr. Moss. Under this contract, as I read it, they were not in a posi- 
tion at any time to sustain a loss. You were, but they were not. This 
isa standard form, is it not ? 
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Mr. Tenenpavm. I think if you look on the back of that contract, 
Mr. Moss, there is a cancellation clause. 
Mr. Moss. Yes. 


The purchaser may cancel his order upon payment of cancellation charges 
which shall take into account, among other things, expenses already incurred 
and commitments made by the company. 

Mr, TeNenBAUM. Right, sir. 

Mr. Moss. There was little likelihood under that language that 
General Electric would sustain any loss. 

Mr. TeNENBAUM. Correct. 

Mr. Moss. So to that extent at least your earlier answer was not 
correct. If there was a loss in connection with their moving ahead 
on this equipment, it would be Signal Hill’s and not General 
Electric’s. 

Mr. Tenenpaum. If I made that statement I didn’t mean it. 

Mr. Moss. That is what I am attempting now to do, to clarify this. 

Mr. Tenensaum. That is right, sir. 

Mr. Moss. That is all I have. I just wanted to have the record 
straight. 

The Cyarrmman. Mr. Mack, do you have any questions ? 

Mr. Mack. Yes, Mr. Chairman. 

I notice in your statement that you were treasurer of the Ultra 
High Frequency Television Association. Is that correct 

Mr. Tenenzaum. That is correct, sir. 

Mr. ro K. However, you testified yesterday that all of your trips 
to Washington were in behalf of Signal Hill Television Co.? 

Mr. TENE NBAUM. I said that I came up here for that, but many 
trips I made, sir, for conferences with the Ultra High ’ Frequency 
people, later ‘with the coordin: iting committee of U ltra Tligh Fre- 
quency operators, and then later with an organization I think that 
was organized in 1956 called Hometown for Television, who had estab- 
lished an office here, and I would come up and see them, too. I would 
also, when I came to Washington, see my attorneys. 

Mr. Mack. You made 37 trips to Washington ? 

Mr. Tenenpaum. Yes, sir, from 1954 on. 

Mr. Mack. And under questioning of the chairman of this com- 
mittee yesterday, you stated that that was all in connection with the 
television business. 

Mr. Tenensaum. That is right. 

Mr. Mack. Sometimes you came in to contact the Commissioners 
and on some occasions you came in to contact the lawyers ? 

Mr. TenensAum. That is correct, sir. 

Mr. Mack. And in many of these cases you contacted both parties? 

Mr. Tenenpaum. Ths ut could be correct. 

Mr. Mack. So the chairman asked specifically on yesterday if this 
was exclusively for business for Signal Hill Television, and you re- 
plied “yes,” that it was. 

Mr. Tenenspaum. What I meant, sir, was that if it was in connec- 
tion with ultrahigh frequency or with the coordinating committee or 
to hear different hearings that were going on, I felt that was a part 
of the television business: yes, sir. 

Mr. Mack. You testified on yesterday that you did come in behalf 


of Signal Hill. 
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Mr. Tenenraum. That is correct. 

Mr. Mack. If my memory serves me correctly. 

Mr. TenensBaum. That is true. 

Mr. Mack. As a matter of fact, the only transfers that have been 
made have been the Peoria and Springfield channels. So, if you were 
here on business of this Ultra High Frequency Television Associa- 
tion, you would have been here for that business anyway because they 
haven’t any other business. 

Mr. TeNeNBAUM. Mr. Mack, I think that there are—that there have 
been. I know that a transfer was made to Harrisburg, Ill., and I 
know that a transfer was made to Albany. I know that there were 
others. This I believe. 

Mr. Mack. Where did they move the VHF station to from Harris- 
burg, Il. ¢ 

Mr. Tenenpaum. They moved a VHF station into Harrisburg and 
gave it a temporary authority to the UHF operator. 

Mr. Mack. Is it operating today ? 

Mr. TrenenBAUM. I don’t know, sir. 

Mr. Mack. I don’t believe it is. 

Let’s assume that you are correct in your statement yesterday that 
you were here for Signal Hill Television, and, as I gather, it wouldn’t 
make any difference “because this was your basic project anyway 

Mr. Tenennaro. Right, sir. 

Mr. Mack. What I want to know is what you made the trips to 
Washington for. 

Mr. TeNENBAUM. I made them for different reasons at different 
times. Many trips were made after the deintermixture rulemaking 
was established. 

Mr. Mack. I am particularly interested in your meetings with the 
Commissioners. 

Mr. TenENBAUM. I would go in, sir, and urge deintermixture or 
urge that they didn’t deintermix, but do something. 

Mr. Mack. I understand that, and you had an understanding de- 
intermixture was to have channel 2 moved to St. Louis. 

Mr. TeENENBAUM. We hoped so. 

Mr. Mack. What I want to know is what you wanted to see the 
Commissioners about in the instances where you came to Washington 
to see Commissioners. 

Mr. Tenenpaum. To urge deintermixture and to urge action on 
the question. 

Mr. Mack. You urged the deintermixture or the transfer of chan- 
nel 2 to St. Louis? 

Mr. TeENENBAUM. Sir? 

Mr. Mack. I am sorry. I didn’t understand your reply. You 
urged deintermixture- 

Mr, TenenBaum. To urge deintermixture and action on deinter- 
mixture one way or the other. 

Mr. Mack. You recall making those trips and talking to the Com- 
missioners; do you not ? 

Mr. TenenBaum. Yes, sir. 

Mr. Mack. And you recall that it was important to you to see the 
Commissioners about this matter? 

Mr. 'TENENBAUM. Yes, sir. 
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Mr. Mack. Do you not think it is a little unusual that you cannot 
recall which Commissioners you visited with and what you said to 
them since it was so important to you and you did make a trip from 
St. Louis to Washington to see a Commissioner ? 

Mr. Tenenpaum. When I came here I went into whatever Commis- 
sioner’s office I saw on the door, and then I went from that Commis- 
sioner to another Commissioner and to another one until I saw them 
all. 

Mr. Mack. My point is if it was so urgent that you make the trip 
it would seem to me that you would remember what you said to them 
after you arrived. 

Mr. Tenresaum. I thought I answered that question, sir. 

Mr. Mack. And which Commissioners you talked to and something 
of the discussion that was held at the time. You remembered that 
you sent them all Christmas presents, and that you had them all out to 

unch at some time or another, and that you picked up the check, and 
that you did talk to all of them, but you can’t remember the conversa- 
tions that you had. 

Mr. TeneNBAum. It had to do with the deintermixture problem and 
our situation itself, and it was during the time of rulemaking, and I 
felt I had the right to call upon them, sir. 

Mr. Mack. You seem to have been very successful on your visits. 
I was wondering if there was any connection between the name of 
your station and the trips you made to Washington and the confer- 
ences you held with the Commisisoners. Your television station is 
Signal Hill, and you seem to have been calling all the signals for the 
Commission. 

As a matter of fact, this association was made up of ultrahigh fre- 
quency television stations; is that correct ? 

Mr. TENENBAUM. Yes, sir. 

Mr. Mack. As a matter of fact, were not all of those people in UHF 
interested in securing VHF stations ? 

Mr. Trenenzaum. When the Ultra High Frequency Association 
was first formed it was early in 1954 and we were talking about the 
problems that were confronting us. We were not talking about VHF 
stations. 

Mr. Mack. That was the purpose, though; was it not? The real 
purpose behind it was not to do something for UHF stations, but to 
get VHF channels for former UHF operators such as yours? 

Mr. TenenBAum. My answer to that is “No,” sir. 

Mr. Mack. Well, you did not oppose the transfer of channel 2 to 
replace your UHF stations? 

Mr. Tenenbaum. No, sir. 

Mr. Mack. Then very obviously one of the purposes of your organi- 
zation would be to substitute a VHF station for a UHF. 

Mr. Tenenzpaum. There was a lapse of almost 2 years there, sir. 

Mr. Mack. A VHF channel is worth substantially more than a 
UHF channel; is that not correct ? 

Mr. TenENBAUM. Where it is ina VHF market; yes, sir. 

Mr. Mack. I am not talking about that. I am talking about any- 
where in the country. 

Mr. Tenenbaum. There are UHF stations in this country that have 
tremendous value where they are not intermixed. 
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Mr. Mack. A VHF station in any one locality is worth more than 
a UHF station. Can you think of any place in the country where 
a UHF station is worth more than a VHF station where they are in 
the same place? 

Mr. Tenenzaum. I know that some have been sold for substantial 
moneys in markets that are not mixed. 

Mr. Mack. However, you know of no place in the country where 
a UHF station is worth more than a VHF station would be worth 
in the same locality ? 

Mr. Tenenpaum. I would say that would be a fair answer. 

Mr. Mack. It seems to me, then, that the UHF operators would 
universally agree that it would be better to have a VHF station than 
a UHF station, and all of them would be interested like you were in 
securing a VHF station. Has your company now begun to make 
money ! 

Mr. TenenBaum. Yes, sir. 

Mr. Mack. It has made money ever since you have gotten a VHF 
station ¢ 

Mr. Tenenzaum. No, sir. In the first year of operation, of which 
we were 6 months UHF and 6 months VHF, I think that our state- 
ment shows we lost $175,000 or thereabouts. 

Mr. Mack. That is in the first month or first year? 

Mr. TenenBaum. First 6 months of UHF and last 6 months of 
VHF. 

Mr. Mack. For the entire year? 

Mr. TenensAum. For the entire year. 

Mr. Mack. Undoubtedly you started making money after you got 
the VHF station. 

Mr. TeneNBAUM. About 6 months later. 

Mr. Mack. Did any of the Commissioners tell you that they felt 
real sorry for you because you were losing money ¢ 

Mr. TENENBAUM. No, sir. No, sir. 

Mr. Mack. They did not? 

Mr. TenensAaum. No, sir. 

Mr. Mack. But they indicated that it was difficult for the UHF 
stations to compete with VHF; is that true? 

Mr. Tenensaum. It was obvious; yes, sir. 

The Cuarrman. Mr. Tenenbaum, did you say yesterday that you 
never did have a report from Mr. Jones as to his contacts with any 
of the Commissioners regarding this problem with you? 

Mr. Tenensaum. To the best of my knowledge, that is correct, sir. 

The Cuatrman. He never reported to you any matter that he found 
out after he had made any contact ? 

Mr. Tenenzaum. No, sir. 

The Cuatrman. We have notations here that Mr. Jones on Septem- 
ber 4, 1956, called Mr. Mack and talked to him. On October 9, 1956, 
he called and requested Mr. Mack to call him. And on October 12, 
he called on Mr. Mack. On October 16 he talked to Mr. Doane. And 
on October 25 he called and talked to Mr. Mack. Then on October 
31 he met with him at the Sheraton Hotel. 

You do not know if he did talk to him about your problem? He 
never did report to you ¢ 

Mr. Tenenzvatm. No, sir. He had other clients, Mr. Chairman. 
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The CuatrmMan. He had other clients talk to him about it? 

Mr. Tenensaum. No, sir. He had other clients besides me. 

The Cuamman. Did you say in answer to Mr. Williams’ questions, 
you did not know or you do not know Mr. Choate intimately ? 

Mr. nee m. I do not know Mr. Choate intimate ly. 

The Cuamman. And you did go to Boston and see him on one 
oceas s10n ¢ 

Mr. Tenenpaum. Right, 

The Cuamman. And you did talk to him over the telephone on 
several occasions ? 

Mr. Tenenpaum. After my visit; yes, sir. 

The Cuatrman. After your visit there? 

Mr. Tennnspaum. Right, sir. 

The Cuarmman. And what you talked to him about was the in- 
terest you had in Boston Herald stock ? 

Mr. Tenenpaum. Right. 

The Cramman. And that was the reason for your telephone call 
and vis i with him on the telephone ? 

Mr. Tenenpaum. That is correct, s 

The ( /HAIRMAN. And you did not call him just to pass the time of 
day ? 

Mr. Tenenpaum. No, sir. I called him about asking him how he 
was getting along and how their earnings were and how their tower 
was going upand so forth. 

The Cramman. Purely business calls and conversations ? 

Mr. Tenenpaum. Definitely, 

The CHarrMan. Can you explain how it was that Mr. Choate then 

gave the following testimony to this committee in Boston last week, 
ties 6, 1958, when he was asked these questions by Mr. Lishman: 

Have you had any telephone conversations with Mr. Tenenbaum? 

Mr. CHOATE. Since when? 

Mr. LISHMAN. At any time. 

Mr. Cuoate. I think since that first initial meeting I may have had one or 
two. 

Mr. LisHMAN. And what did you discuss with him? 

Mr. CHOATE. We didn’t discuss anything. He said, “How are you doing?” 
And I said, “We are doing fine.” 

Mr. LisHMAN. Did he call you from St. Louis just to ask you how you were 
doing? 

Mr. CnHoarTe. Yes, he did. 

Mr. Tenennaum. That is just what I thought I said. I can’t be 
responsible—— 

The Cuatrman. I know you cannot, but can you explain why Mr. 
Choate said you just called to see how he was getting along and pass 
the time of day? 

Mr. Tenenpaum. Mr. Harris, I was concerned because the stock 
was going down, and we keep constantly in touch with those compa- 
nies where we have either a private interest or a customer interest. 

The Cuarmrman. I can very well understand that, and I am inclined 
to think it is only natural that that would result and that conversa- 
tions would take place, but I was just wondering how you can explain 
why Mr. Choate would give that report. 

Mr. Tenensaum. No, sir; I can’t. I don’t know why he said it. 
The Cuarrman. Can you tell me who your customer A was? 
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Mr. Tenenpaum. We know the customer, and we did not list him 
because we thought that was probably not proper. It might embar- 
rass—they all bought the stock on my recommendation, but if this 
committee wanted , we will furnish this. 

The Cuarrman. I do not want to require or ask you to furnish any 

juire or ask you ish any- 
thing for this committee that is not pertinent to the investigation we 
have here. But you have the Boston Herald stock involved, and there 
is a television station involved with that. 

Did you ask the Commission or did you find out anything in your 
innumerable visits with the Commission during this time how the 
application for the Herald-Traveler was getting along? 

Mr. Tenensaum. No, sir. 

The CHatrmMan. Didn’t you get any information at all about that 
application and how it was progressing and what the outcome of it 
would be and so forth ? 

Mr. TENENBAUM. Ae sir. Mr. Harris, our feeling was this: The 
stock was paying $1; it was selling at $18; it was worth what it was 
selling for if they never got the application; if they got it, we thought 
it would be fine; if they didn’t the downside risks were a minimum. 

The Cuarrman. In other words, you were willing to take a chance? 

Mr. Tenenpaum. Yes, sir. 

The CHarrman. You knew if they got it, it would go up and it 
would be more valuable, and you wanted to be in on it? 

Mr. Tenenpaum. That’s right, sir. 

The Cuarrman. However, you never did mention that case in Bos- 
ton in your innumerable visits to any of the Commissioners ? 

Mr. TENE NBAUM. No, sir. 

The CuatrmMan. Did you get any information whatsoever about it 
beforehand ? 

Mr. Tenenpaum. None at all. 

The CuairmMan. It was just purely coincidental that you started 
buyi ing stock before that happened ? 

Tenenbaum. No, sir. We bought it on the recommendation of 
a loaice in St. Louis, Gordon Scherck. 

The Cuarrman. You do know who customer A, B, C, D, E, F, G, 
H, I, J, K, Li, and M are? 

Mr. Tenenpaum. Yes, sir. We will be happy to furnish those 
names if you so wish. 

The CHarrman. Would you furnish that list to the committee for 
the committee’s information and not to be included in the report at this 
time? 

Mr. TeENENBAUM. We will be very happy to, sir. 

The CHarrman. And not to be included in the record either. 

Mr. TenenBAum. We will be very happy to, sir. 

The Cuatrman. Mr. Lishman, did you have anything else of this 
witness? 

Mr. Lisuman. Not at this time; no, sir. 

The Cuarrman. On behalf of the committee, let me thank you for 
your appearance here, and that will be all for you. 

I am advised by counsel that Mr. Peltason can be disposed of in a 
very short time. If he will come around. 

Mr. Tenensaum. Thank you, sir. 

The Cuatrman. Mr. Peltason, will you be sworn? 
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Do you solemnly swear the testimony you give to this committee 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Penrason. I do. 

The Cuamman. State your name for the record, please. 


TESTIMONY OF PAUL E. PELTASON, VICE PRESIDENT, SIGNAL HILL 
TELECASTING CORP., ST. LOUIS, MO. (ACCOMPANIED BY HIS 


COUNSEL, CLARK M. CLIFFORD, ATTORNEY AT LAW, WASHING- 
TON, D.C. 


Mr. Peurason. My name is Paul E. Peltason. 

The Cuarrman. And your position and status? 

Mr. Peurason. I have been a lifelong resident of St. Louis. I am 
chairman of the board and vice president of the Signal Hill Telecast- 
ing Corp. and I am also a member of the firm of Peltason, Tennen- 
baum Co. 

Mr. Cuirrorp. Mr. Chairman, we have a short prepared statement 
for Mr. Peltason. There is no need to read it. If I might, I would 
like to give it to the reporter and have it go into the record. 

The CHamman. I understand the staff has had the benefit of the 
statement and has gone over it, and it is agreeable for it to go in the 
record at this point. 

Mr. Cuirrorp. That is correct. 

(The statement referred to follows:) 


My name is Paul E. Peltason. I am 60 years of age and have been a lifelong 
resident of St. Louis. After graduation from college and service in World War I, 
I entered the investment banking business in St. Louis in 1919, and in 1932 Mr. 
Tenenbaum and I formed a partnership which has been in existence ever since. 
In 1952, we went into the television business and since that time have devoted 
the major portion of our time and resources to our station in St. Louis. 

Mr. Tenenbaum’s statement gives a detailed story of our television station and 
why it was so important to us to support the deintermixture proceedings which 
took channel 2 out of Springfield, Ill., and brought it into St. Louis. 

For myself, I would like to discuss one problem which appears to be of par- 
ticular interest to this committee. This problem, about which Congressman 
Mack has been especially concerned, is whether the deintermixture action vio- 
lated congressional policy or was contrary to the specific provisions of section 
307(b) of the Communications Act which requires the Commission to distribute 
broadcast frequencies “among the several States and communities so as to pro- 
vide a fair, efficient, and equitable distribution of radio service to each of the 
same.” 

I think it would be very helpful to the committee, in considering this problem, 
if it realized that the principle of deintermixture has been specifically approved 
by committees in both the Senate and the House which have studied the prob- 
lem. I think it would be equally helpful if the committee realized that the 
validity of this particular deintermixture order, namely, removing channel 2 
from Springfield and moving it to St. Louis and Terre Haute, Ind., was fully 
briefed and argued before the U.S. Court of Appeals for the District of Columbia, 
and that on May 1, 1958, that court held that the order was in all respects legal 
and valid. 

Turning first to the position of the interested Senate and House committees, 
I call attention to the hearings which were held beginning in May and June 
of 1954 by the Communications Subcommittee of the Senate, which were supple- 
mented by further hearings from January through July 1956 by the full com- 
mittee. This committee filed an interim report on July 23, 1956, less than a 
month after the Commission had issued its proposed rulemaking for “selective 
deintermixture” in 13 areas, including Peoria and Springfield, in central Illi- 
nois. This report, Senate Report 2769, 84th Congress, 2d session, noted that 
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“in general, UHF stations have been successful in those areas in which they 
have had no VHF competition and have provided a highly satisfactory service 
to the people of those communities * * * ” (p. 3) and the report applauded the 
selective deintermixture which had been commenced a month earlier as “the 
only major action being taken at this time which holds promise of furnishing 
prompt assistance and encouragement to UHF broadcasting and of promoting 
the preservation of the UHF band” (p. 8). It characterized selective deinter- 
mixture as “the one essential step which is broadly supported, which can be 
taken now, and which will, to the fullest degree possible, insure the preserva- 
tion of UHF until other measures can be devised” (p. 11). 

Thus, we have here a very explicit approval of the principle of deintermixture 
by the Interstate Commerce Committee of the Senate on this complicated prob- 
lem. 

The Senate, however, was not alone in its concern about the problems caused 
by intermixing VHF and UHF channels in the same area. In the House of 
Representatives, the Antitrust Subcommittee of the Judiciary Committee also 
began a study of the UHF-—VHF problem in June 1956. On March 13, 1957, 
2 weeks after the Commission issued its various deintermixture orders, includ- 
ing the Springfield-St. Louis-Terre Haute order, this subcommittee issued its 
report, No. 607, 85th Congress, ist session. The report gave its emphatic ap- 
proval to the principle of deintermixture as a means of combatting the trend 
to monopoly in the television industry. It stated: 

“The Commission’s most recent actions, in the deintermixture cases, are a 
most constructive step toward reversing this trend. Without expressing ap- 
proval or disapproval of any particular decision the committee commends the 
Commission for having, in those actions, manifested the capacity to act deci- 
sively in the public interest in the face of infinitely complex and confiicting 
technological and economic factors” (p. 19); and the committee urged that— 

“The Commission vigorously press forward in its program of selective deinter- 
mixture of which its reports and orders of February 26, 1957, are a partial 
result” (p. 20). 

These portions of the reports by the Senate Interstate and Foreign Commerce 
Committee and the Antitrust Subcommittee of the House Judiciary Committee 
reveal a congressional intent which clearly, explicitly and enthusiastically en- 
dorses the principle of deintermixture. 

I now wish to turn to the question of whether the particular action which 
was taken in the Springfield area was a valid application of the principle of 
deintermixture so emphatically approved by both the Senate and House com- 
mittees. 

On this point, I do not see how there can be any doubt since the validity of 
the two Illinois deintermixture orders for both Peoria and Springfield has been 
pased upon by the courts and in both instances the deintermixture orders have 
been held valid. 

The first court test involved the deintermixture of Peoria. In that area, the 
Commission’s order of February 26, 1957, moved channel 8 out of Peoria at the 
same time that channel 2 was moved out of Springfield. Station WIRL, which 
had hoped to obtain a grant on channel 8 in Peoria, attacked the Commission’s 
action on two main grounds. The first attack was that the Commission had 
ignored “the question of whether deletion of the VHF channel will result in 
real deintermixture” because even after channel 8 was removed, there would be 
some VHF signals still coming into Peoria from other cities (brief of WIRL, 
p. 36-37). 

The second objection was that “the deletion of channel 8 from Peoria, Il., vio- 
lates section 307(b) of the act” which is the section that requires that broadcast 
frequencies be distributed “among the several States and communities as to pro- 
vide a fair, efficient, and equitable distribution of radio service to each of the 
same.” 

On the basis of the full record of the proceedings before the Commission, the 
briefs of the parties, and the arguments of counsel, the court of appeals, in a 
unanimous opinion, rejected all of these arguments and affirmed the Commis- 
sions’ action. 

In its opinion, the court stated: 

“The charge of arbitrariness is not well taken. The long range goal of the 
Commission was to encourage UHF, and removal of potential VHF competition is 
a rational choice of means to achieve this goal. The short range, or ‘interim’ 
goal, was to ‘improve the opportunities for effective competition among a greater 








3580 REGULATORY COMMISSIONS AND AGENCIES 


number of stations. It was not arbitrary to conclude that the goal would be 
better approached in Peoria by allotting it four technically equal UHF channels, 
rather than one superior VHF channel and two inferior UHF channels.” WIRL 
Television Company v. USA et al. 

Less than a month after releasing this opinion, the court heard Sangamon 
Valley’s appeal in the Springfield channel! 2 case. This appeal presented only one 
question to the court: 

“Did the Federal Communications Commission act contrary to the provisions 
of section 307(b) of the Communications Act, in the circumstances of this case 
when it deleted the only VHF television channel which had been assigned to 
Springfield, Ill., and assigned it instead to St. Louis, Mo., and Terre Haute, Ind.” 
(Brief for petitioner in the U.S. Court of Appeals for the District of Columbia 
Circuit, No. 13,992; Sangamon Valley Televison Corporation vy. U.S.A. et al.) 

Sangamon Valley argued that in the action appealed from the Commission 
had “arbitrarily and capriciously amended its table of allocations for reasons 
directly contrary to the reasons given for its original adoption” (ibid., p. 23) 
and that the Commission “gave Missouri—with a population less than half of 
that of Illinois—its 18th VHF channel, leaving Illinois 10. It thus committed 
a gross violation of section 307(b) * * *” (ibid., p. 23-24). 

In a unanimous opinion the court of appeals for the District of Columbia again 
upheld the Commission as follows: 

“Petitioner seeks review of a rulemaking decision of the Federal Communica- 
tions Commission resulting in amendment of the table of television channel 
assignments. The amendment assigned VHF channel 2, Springfield, Il., to St. 
Louis, Mo., and Terre Haute, Ind., accompanied with the assignment of UHF 
channels 26 and 36 to Springfield. 

“Petitioner, applicant for channel 2 at Springfield, attacks the decision as 
illegal because inconsistent with section 307(b) of the Communications Act. 

“We are unable to sustain this attack. Upon the basis of a full hearing, the 
Commission weighed the various factors involved and reached a reasoned de 
cision within its competence. We find nothing arbitrary, capricious or otherwise 
illegal in the decision, and it accordingly is affirmed” (Sangamon Valley Tele- 
vision Corp. Vv. U.S. et al. Slip Opinion, May 1, 1958). 

There is one other point I would like to make—namely, whether the tempo- 
rary authorization which was given to us, pending the outcome of comparative 
hearings with any new applicants, violated congressional policy. 

On this question, I respectfully call the attention of the committee to page 
11 of the report of the Senate Interstate Commerce Committee of July 23, 1956 
(Rept. No. 2769, 84th Cong., 2d sess.) in which the Committee specifically rec- 
ommended that “if a VHF channel deleted from one community is allocated to 
another community with a faltering UHF station, or a UHF station that has 
been forced off the air, the licensee of the latter should be granted the new VHF 
channel, thus making the market all VHF.” 

This recommendation is significant as an expression of congressional views on 
this complicated problem. Actually, all that Signal Hill received was a tem- 
porary authorization with the requirement that it would have to go through a 
comparative hearing with any other applicants for permanent operation on 
channel 2, and that in such hearing no consideration could be given to any ex- 
penditures under the temporary operation or any programing that was done 
under the temporary authorization. I should also add that the validity of the 
temporary authorization was questioned in three cases in the U.S. circuit courts 
of appeal. In each instance the court refused to set aside the grant of tempor- 
ary authority to Signal Hill. 

I have gone into this matter in so much detail because I felt it would be of 
interest to the committee to know that the deintermixture of Springfield and 
St. Louis has been in complete accord with congressional policy as heretofore 
expressed, and, further, that the allocation of channel 2 to St. Louis from Spring- 
field and its assignment to Signal Hill Telecasting Corp. has been consistently 
upheld by the U.S. courts. 


The Cuarrman. Mr. Lishman ? 

Mr. Lisuman. Mr. Angland is going to introduce some documen- 
tary evidence. 

Mr. Ancianp. Mr. Peltason, did you meet with a representative of 
the General Electric in January to negotiate a GE contract for equip- 
ment ? 
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Mr. Petrason. I did, sir, in St. Louis. 

Mr. ANGLAND. What was the date of this? 

Mr. Petrason. My recollection is that he arrived in St. Louis on 
January 15. That is, their regional sales manager came in from 
Kansas City. 

Mr. Anatanp. In July of 1956 did you discuss with Mr. Lauter- 
bach of Kansas City, channel 2 equipment? 

Mr. Peurason. I well might have, sir. 

Mr. Anatanp. Did you? 

When was your first time that you started to negotiate the purchase 
of channel 2 equipment ? 

Mr. Petrason. Sir, I don’t believe I discussed the purchase of 
channel 2 equipment with Mr. Lauterbach in July of 1956. 

Mr. Ancitanp. What was the first date that you started to negotiate 
the purchase of channel 2 equipment ? 

Mr. Pevrason. Frankly, I cannot recall the first date. 

Mr. AnGLAND. What was the first date that you do recall? 

Mr. Petrason. I cannot recall an exact date. 

Mr. AnGtanpb. Do you recollect an exact year? 

Mr. Petrason. My recollection is that Mr. Tennenbaum discussed 
with the General Electric Co. in October 1956, our debt to General 
Electric Co. and at that time the question of when they could pro- 
duce the channel 2 transmitter if we bought it from them. 

I think prior to that, after the rulem: iking docket in July of 1956, 
I had some conversation or may have written a letter, although 1 
cannot recall having written a letter to Mr. Lauterbach, but I may 
have had some conversation with him on the overall subject. 

Mr. AncLtanp. When did you start negotiations for the purchase 
of the equipment ! Q 

Mr. Petrason. I would say that we started negotiating the p Py 
chase of that equipment on the basis of finding out what it would 
cost, what terms we could get from GE, having general conversations 
with GE, probably through Mr. Lauterbach. 

Mr. AncLtanp. When? 

Mr. Pevrason. I cannot pin it down, sir as to when. 

Mr. AncLANbD. What year? 

Mr. Petrason. Oh, I am sure that we probably had some con- 
versations in a general way toward the end of 1956. 

Mr. Aneatanp. Would you say after the visit of Mr. Tennenbaum 
to Syracuse ? 

Mr. Petrason. I would say yes, sir. 

Mr. Anotanp. Did you meet with Mr. Lauterbach on January 

15th in St. Louis to work out of a written agreement? 

Mr. Peurason. He came to St. Louis. They were trying to sell us 
equipment. 

Mr. AncLAnp. Did you meet with him to work out a written agree- 
ment on the 15th of January, 1957? 

Mr. Pevrason. He came there for that purpose. 

Mr. AnaiaNnp. Did you know he was coming there for that purpose ? 

Mr. Pevrason. I am sure I must have, sir. I am sure he must have 
phone me first. 

Mr. AneiAnD. Then you met with him to work out the written 
agreement ? 

Mr. Petrason. I would say that we probably did. 
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Mr. AncLAND. Did you? 

Mr. Pevrason. I would say yes, sir. 

Mr. Anotanp. Did you ask him for a delivery commitment when he 
was there? 

Mr. Perrason. Oh, yes. I distinctly recall that when we signed this 
contract there was a delivery date in the contract which specified 
March 15th. 

Mr. ANGLAND. Did you try to prevent any delivery of this equip- 
ment before authority was gr: y nted ? 

Mr. Petrason. You are asking me about a letter that was identified 
in the record which is a letter I wrote, sir? 

Mr, ANGLAND. Did you write to prevent delivery before authority 
was granted ? 

Mr. Pevrason. No, sir, I did not try to prevent delivery. 

Mr. ANGLAND. Did you prevent delivery of equipment before 
authority was granted 4 

Mr. Pevrason. No, sir. 

Mr. ANGLAND. I will ask you if you can identify this letter, if you 
know about this letter, signed by Mr. Trumpeter, and identify Mr. 
Trumpeter, if you will. 

Mr. Pevrason. Mr. Trumpeter is chief engineer of Signal Hill. I 
am reading this letter for the first time, but I will identify Mr. Trum- 
peter and “Mr. Trumpeter obviously, wrote this letter. 

Mr. Anauanp. This is a letter dated March 11, 1957 to Mr. R. L. 
Lauterbach, General Electric Co., 2826 Main Street, K: insas City, Mo., 
signed by “R. J. Trumpeter, chief engineer, Signal Hill,” I would like 

to submit it for the record. 

The Cuarrman. As I understand the witness, he said he could not 
identify this letter. 

Mr. Aneuanp. He did identify it. It was written by his chief 
engineer. 

he CHAIRMAN. Mears you identify it ? 

Mr. Petrason. I said I was seeing it for the first time, but I identify 
the signature : ade of our chief engineer, yes. 

The CuatrmMan, All right. Let it be received. 


(The letter referred to follows :) 
Station KTVI, CHANNEL 36, 
St. Louis, Mo., March 11, 1957. 
Mr. R. L. LAUTERBACH, 
General Electric Co., 
Kansas City, Mo. 

Deak Bos: This is to confirm information I gave Maury Superville during a 
phone conversation on March 6, 1957. 

Maury informed me that GE was ready to ship the transmitter on March 8 
and asked for our position at this time in regard to shipment. I told him 
that we are still unable, as you know, to pinpoint any definite shipping date or 
date of construction. We do not feel it would be advisable to have any of this 
equipment on the grounds before authority is granted. I know Mr. Peltason 
wrote a letter to someone in Syracuse sometime ago, in which he delayed the 
shipping date to April 1. Evidently, this notice has not come down as far as 
G. H. Rode in shipping. Please consider this authority, if you need same at 
this time, to delay shipment of equipment until further notice from Mr. Peltason 
or myself. 

We are still hoping for authorization on or about April 1. I will notify Mr. 
Rode as per information from Maury when the time comes. 

Incidentally, I made the trip to Tulsa and met Jack Bushnell who did every- 
thing he could to make my trip a pleasant one. I only wish I could have made 
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the trip a month earlier—I would have saved a lot of work and headaches. In 
the absence of installation drawings which I still don’t have even though I 
have requested them from you on three separate occasions, I made up several 
plans and drawings which I am now throwing out the window. After one look 
at the harmonic filters, two dummy loads instead of one, lower side band color 
trap, etc., I realized it was impossible to plan a layout without information. 
Fortunately, Bob Johanns called me this morning before I had a chance to call 
you and I was able to talk directly to Charlie Quick, who promised to send me 
the long-awaited installation drawings immediately. Perhaps I can begin mak- 
ing a layout by the last of this week. 

I will contact you when I have more information. 

Sincerely, 
R. J. TROMPETER, 
Chief Engineer. 

Mr. AnoGianp. Did you tell General Electric personally, that you 
wanted to slow up delivery ? 

Mr. Peurason. I did, sir. 

Mr. ANnGLAND. I ask you to identify this letter, dated February 14, 
1957. 

Mr. Prevrason. Yes, sir, this is a leter that I wrote. 

Mr. Anetanp. This is a letter dated February 14, 1957, to Mr. R. E. 
Lauterbach, General Electric Co., Kansas City, Mo., from Signal Hill 
Telecasting Corp. 

You wrote it yourself? 

Mr. Pewrason. I signed that letter, sir. 

The CHatrMan. Let it be received. 

(The letter referred to follows:) 

SrTaTION KTVI CHANNEL 36, 

St. Louis, Mo., February 14, 1957. 
Mr. R. BE. LAUTERBACH, 
General Electric Co., 
Kansas City, Mo. 

Dear Bos: I have been in and out of the city a good deal of the time the last 
2 weeks and am enclosing the three executed copies of your letter of February 5. 

Our timetable has been slightly changed as the Commission has decided to 
vote on all of the deintermixture cases on February 26. Assuming a favorable 
vote, this would mean that the earliest date we could start construction would 
be April 1. Therefore, I would appreciate it if you would instruct the factory 
to slow up on the transmitter as we will not want delivery March 15, and it 
looks now as though it will be some time early in April before we would want 
delivery. 

With best regards from the writer, we are, 
Yours very truly, 
SIGNAL HILL TELECASTING Corp. 
By ———— ————. 


Mr. AncLAND. Did you negotiate the use of the CBS—the Colum- 
bia Broadcasting System—site and high tower in St. Louis? 

Mr. Prvrason. I should say that Mr. Tennenbaum and I both did. 

Mr. Anetanp. When did you start that negotiation ? 

Mr. Pertrason. December 1956. 

Mr. Anetanp. When did you make the contract? 

Mr. Preirason. December 1956. 

Mr. Aneuanp. I have here a letter of May 15, 1957, addressed to 
Mr. Lauterbach by Signal Hill Telecasting, signed by Paul E. 
Peltason. 

Would you identify that letter? 

Mr. Petrason. This is my signature and I wrote this letter, sir. 

The CHarrMan. I wonder if we could not expedite this. As I un- 
derstand, these are all letters with reference to the negotiation and 
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signing of the contract, is that right, which is all admitted and agreed 
to; and that being the c: ise, W hy ¢ can the communications substantiat- 
ing them not be included in the record ? 

Mr. ANGLAND. Here is a letter of December 11, 1956, addressed to 
you. Well, would you identify all these letters, please ? 

The Carman. Do they all have to do with the negotiation of the 
contract, Mr. Angland ? 

Mr. Prt TASON. “T identify all these letters, sir. 

Mr. ANGLAND. I would like to submit the *m for the record. 

The Cuarrman. All of these letters have to do with the negotiation 
of the contract which you have admitted and agreed to as was ex- 
plained here, is that right! d 

Mr. Peurason. Yes, sir. 

Mr. Anauanp. Mr. Hi: arris, let me read the letter dated February 
28, 1957, acknowledging receipt of a check for $21,000 and asking for 
another chee Ik oe order to make the amount $45,030.48. It is a letter 
of February The letter of January 23, 1957, from Mr. Peltason to 
General E arti: ic encloses a check for a Tittle over $21,000. 

The letter of January 3, 1957, says that the information regarding 
the Signal Hill’s ABC contract is given to General Electric in con- 
fidence and Signal Hill has no secrets from General Electric. That 
letter is from Paul E. Peltason to G. E. Byrnes, credit manager of 
General Electric. 

The letter of December 7, 1956, from Mr. Peltason to G. E. Byrnes 
says that Mr. Peltason and his partner have discussed with Mr. Cham- 
berlin of the General Electric the installation of a channel 2 trans- 
mitter and antenna and, “If we get the channel I am certain that the 
cloud will have a silver lining.” 

This is directly opposite to Mr. Tenenbaum’s testimony. The let- 
ter of December 11, 1956, to Mr. Peltason from the e ‘oll ection manager 
of General Electric thanks him for his December 7 letter and says 
he hopes that he will receive a favorable decision and also states that 
when Mr. Tenenbaum was in Syracuse there was no discussion of a 
moratorium payment due under present notes which is opposite to Mr. 
Tenenbaum’s testimony. 

The Cuatrman. Let them all be received for the record. 

(The letter referred to follow:) 

MAy 15, 1957. 
Mr. R. E. LAUTERBACH, 
District Sales Manager, Broadcast Equipment, General Electric Co., 
Kansas City, Mo. 

Dear Bos: Enclosed is copy of letter I have written Mr. Burns today. I am 
sure you will appreciate the fact that we were under great pressure here in 
getting on the air. As you know, I was spending a great deal of my time in the 
east and Dick Trompeter was very busy here. In fact, he told me many times 
the trouble he was having checking things out, and I know he has mentioned all 
these things to you. 

Now, in the confusion that was part of what we were going through, it seems 
that the item (1) KTR ratheon microwave link was included in the list of equip- 
ment originally purchased by KSTM which was added to the contract at 50 
percent of the billing price to KSTM, or, in other words, added to the contract in 
the amount of $4,475. 

You will recall that at one time a few months ago, you and Dick and I went 
over the KSTM items and that we told you that this was an item that we would 
not want and that you could put it on your list for sale. We have no interest in 
this item which is still in the original crate. It should have been sent to the 
warehouse along with the other studio items we did not purchase. Therefore, 
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I would appreciate it if you would make the necessary arrangements to pick it 
up and credit the contract in the amount of $4,475. 

To change the subject, we have an item of new equipment we purchased at a 
cost of $8,000; namely, the one-bay antenna, which I doubt very much has any 
yalue to us. You recall that at the time we ordered this it was with the thought 
that we could get on with low power while the top of the tower was being modi- 
fied to hold the four-bay antenna. That idea was ill conceived because our attor- 
neys advised us that inasmuch as we had already filed our application with 
engineering data covering the four-bay antenna, we would be required to file 
further engineering data covering the operation with the one-bay antenna. 

They further advised us that they felt it would be a mistake to do this and that 
instead we should ask the Commission for permission to go dark while we were 
modifying the tower. As you know, we followed this course and by going off the 
air March 21 were able to get back on channel 2 on April 15. This one-bay 
antenna is on the ground in front of our building in the unassembled state in 
which it was shipped, so that it has never been put together and tuned. 

As you further know, it is part of our application for permanent operation on 
channel 2 to use the CBS site and a high tower. I had thought that the one-bay 
antenna would not be a total loss and that at some future date, a year or two 
from now, it could be put in use here while our four-bay antenna was being 
mounted on the new tower to be erected by CBS on their site designed to hold 
two antennas. CBS advises us that when, as, and if that time arrives, our 
present four-bay antenna would not be usable as our antenna on this candelabra 
tower. We are checking that out engineeringwise now. If that is true, there 
would be no reason for us to put the one-bay antenna in storage, and we would 
ask you if we could return it for credit at some fair price. 

With best regards from the writer, we are, 

Yours very truly, 
STaTION KTVI, 
By Pau. E. PELTASON, 
President. 


DECEMBER 11, 1956. 
Mr. PAUL E. PELTASON, 
President, Signal Hill Telecasting Corp., KTVI, 
St. Louis, Mo. 

Dear Mr. PeEttAson: Thank you for your December 7 letter bringing us up- 
to-date as to the status of your proceedings to secure channel 2 for St. Louis 
and move channel 36 to Springfield. We hope you will receive a favorable 
decision. 

When Mr. Tenenbaum was in Syracuse there was no discussion of a mora- 
torium on payments due under present notes. We are however agreeable in 
view of the circumstances to continue through January 10, 1957, the mora- 
torium on principal payments provided we receive your monthly interest pay- 
ments. Accordingly, we shall appreciate receipt of your remittance in amount 
of $1,330.48 covering the interest installments of $665.24 due November 10 and 
December 10. 

With best wishes, 

Very truly yours, 
V. R. Wresvuscnr, 
Manager, Credit and Collections. 


FEBRUARY 28, 1957. 
Mr. Pau E. PELTASON, 
President, Signal Hill Teiecasting Corp., 
St. Louis, Mo. 
Dear Mr. PELTASON: Mr. Lauterbach recently forwarded your check for 
$21,205.10 on contract EC-230203 and this has been credited to your account. 
Since material is being accumulated on your order and the payment terms 


specifiv an additional 10 percent due before shipment, we would a2; ciate 
your arranging to forward this remittance. The present contract | e is 
$225,152.39 which means a total downpayment of $45,030.48. After crediting 
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your recent check for $21,205.10 there remains an unpaid balance of $23,825.38 
for which your check will be appreciated. 
In the event you have any questions, do not hesitate to contact us. 
Very truly yours, 
G. R. Burns, 
Credit and Collections. 


STATION KTVI, 


St. Louis, Mo., January 8, 1957, 
Mr. G. R. Burns, 


Credit Manager, General Electric Co., 
Electronics Park, Syracuse, N.Y. 

DEAR Mk. Burns: I wrote you on the 28th and told you I would write again 
this week. 

Comment and countercomment is now of record in connection with the Com- 
mission’s notice of proposed rulemaking to delete channel 2 from Springfield, 
Ill., reassign it to St. Louis and shift the assignment of channel 36 from St, 
Louis to Springfield. We look for a decision by the Commission the middle of 
this month. 

We have done many things which are constructive. For example, we have an 
agreement with Dr. Stanton of CBS for the use of their tower site here and 
have signed a prime affiliation agreement with ABC, subject to our getting 
channel 2. This latter information is for you in confidence. We have no 
secrets from GE but do not feel it would be in our best interests to publicize 
it at this time. This is a critical month for us, as I think we will have the 
answers to our questions before it is over. 

With best regards from the writer, we are, 

Yours very truly, 
STATION KTVI 
By Pau. BP. PELTASON, 
President. 


STATION KTVI, 
St. Louis, Mo., January 23, 1957. 
Mr. Ropert E. LAUTERBACH, 
General Electric Co., 
Kansas City, Mo. 


Dear Bos: The other day we signed a contract with you calling for delivery 
of a channel 2 transmitter, antenna, transmission line, etc. We do not havea 
copy of this contract but I believe the contract was $212,051 and am enclosing 
our check for $21,205.10, the required downpayment. 

We are presently indebted to GE covering our UHF transmitter and for de 
ferred klystron rentals. It is part of our understanding that with delivery of 
the VHF transmitter we will be starting over again with a clean slate on the 
following basis: 

The UHF transmitter, antenna, wave guide, etc. covered by the present 
chattel mortgage will be taken back by GE and we will be responsible for any 
amount received by GE on its resale which is less than $125,000. In the event 
that it is sold for $125,000, or more, our indebtedness to GE will be only that 
represented by the new notes. 

We appreciate very much the way GE has worked with us and feel that if, as, 
and when we are operating on channel 2 the sun will shine brightly for us 
and we will enjoy a long and pleasant relationship with your good company. 

With best regards from the writer, we are, 

Yours very truly, 
SIGNAL HILyt TELECASTING CorpP., 
By Paut E. PELTASON. 
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STATION KTVI, 
St. Louis, Mo., December 7, 1956. 
Mr. G. R. Burns, 
Credit Manager, General Electric Co., 
Electronics Park, Syracuse, N.Y. 


DeAR Mr. Burns: Reply to your wire of the 29th has been delayed as I have 
peen away and my partner, Mr. Tenenbaum, is in Washington this week. 

As he is out of the city, I am not able to ask him whether or not you were 
present at the meeting in Syracuse when he was there recently. I know that 
he went over our situation with Mr. Chamberlain and others so that GE is 
fully advised. 

Our business here has gone from bad to worse, but I am not suprised in the 
light of all the newspaper publicity about the possibility that channel 36 would 
move away from St. Louis and that this would become an all “V” market. 

December 3 was the last date for comment on the Commission’s notice of 
proposed rulemaking to delete channel 2 from Springfield, Ill., reassign it to 
St. Louis and shift the assignment of channel 36 from St. Louis to Springfield, 
and December 18 is the last date for countercomment. We look for a decision 
sometime in January and think it will be favorable. 

My partner has discussed with Mr. Chamberlain the installation of a channel 
2 transmitter and antenna and if we get the channel, I am certain that the 
cloud will have a silver lining. Under present circumstances, our monthly 
operating losses get bigger each month as billings fall off more than overhead 
can be cut and we are finding it difficult to keep our bank balances up enough 
to meet payrolls. It is always darkest just before dawn and this could be our 
darkest hour. May we ask your patience for a few more months as there is 
much at stake for both of us. 

With best regards from the writer, we are, 

Yours very truly, 

STATION KTVI, 

y Paut E. PELTAsoN, 
President. 


I 


we 


The CuarrMan. Do you have anything else? 

Mr. LisuMan. We have nothing else at this time, Mr. Chairman. 

The CHatrMan. Very well. 

Let me thank you, then, Mr. Peltason, too. Iam sorry that we are 
pressed for time, but we just cannot do anything about it. That was 
the decision of the leadership of the House and we will have to abide 
by it. 

If there is anything else that comes up with reference to any in- 
formation that you might give the committee or that there might be 
any need for, we will give you plenty of time and let you know. 

Thank you veny much, and, Mr. Clifford, thank you very much. 

Mr. Crirrorp. Thank you for your courtesy, Mr. Chairman. 

(Whereupon, at 10: :30 a.m., the hearing in the above-entitled mat- 
ter was recessed, to reconvene subject to call of the Chair % 











I) 


Ce 
m 


a 





INVESTIGATION OF REGULATORY COMMISSIONS AND 
AGENCIES 


MONDAY, JUNE 16, 1958 


House or REPRESENTATIVES, 
SpreciAL SuBCOMMITTEE ON LEGISLATIVE OVERSIGHT 
OF THE COMMITTEE ON INTERSTATE AND ForeIGN COMMERCE, 
Washington, D.C. 

The special subcommittee met, pursuant to recess, at 10 a.m., in the 
caucus room, Old House Office Building, Hon. Oren Harris (chair- 
man of the subcommittee) presiding. 

Present : Representatives Harris, Moulder, Flynt, Moss, Wolverton, 
O'Hara, Heselton, and Bennett. 

Also present: Robert W. Lishman, counsel to the subcommittee ; 
Joseph T. Conlon, subcommittee attorney; Francis X. McLaughlin, 
subcommittee attorney ; Joseph P. O'Hara, subcommittee investigator ; 
and Herman C. Beasley, subcommittee clerk. 

The Crarrman. Let the c ommittee come to order. 

In resuming the hear Ings of the Subcommittee on L eg] islative Over- 
sight this morning, the chairman feels th: at, because of recent events 
and public pronouncements, he should make a statement with reference 
to the actions of the subcommittee and its staff on matters under con- 
sideration today and to restate clearly and concisely the purposes and 
functions of this subcommittee. 

During the first part of April of this year I sent two staff investi- 
gators to Boston for the purpose of obtaining information in connec- 
tion with matters that had some relation to the actions and decisions 
of three of the regulatory agencies of the Government under our 
jurisdiction. 

Efforts were made by the staff investigators to obtain information 
bearing on these matters which had been brought to the attention of 
the subcommittee. Without any fanfare, inconvenience, or public 
announcement, the subcommittee was seeking information and co- 
operation in an effort to obtain the facts with reference to these 
problems. 

In some instances the subcommittee did receive cooperation in ob- 
taining facts to which it is entitled, and in other instances there was 
resistance and refusal to cooperate. 

The subcommittee staff went along for several weeks in an effort to 
obtain such information, and found it necessary to issue the number 
of subpenas required. 

In a few instances the subcommittee had difficulty with obtaining 
compliance, and the subcommittee was required to take such action 
necessary to obtain the information to which it is entitled and which 


is relevant to our investigation. 
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As chairman of the subcommittee, I arranged a public hearing in 
Boston and directed the subcommittee there with proper subpena, re- 

uiring such information to be brought to the subcommittee in order 
that it could determine the facts in connection with these certain mat- 
ters before the various Commissions. I sent the Honorable John 
Bell Williams, a member of this subcommittee of two, together with 
the Honorable Charles A. Wolverton, on the first day, and the Hon. 
orable Joseph P. O’Hara, Sr., the second day, for this purpose. 

After 2 days of hearings in Boston there was still some resistance 
which required the issuance of a subpena duces tecum for the delivy- 
ery of a certain information to this subcommittee here in Washington 
on Tuesday, June 10, of last week. At that time there was still re. 
sistance and failure to honor the subcommittee’s subpena. It became 
necessary for the subcommitte to conduct further hearings at that 
time in order to establish the pertinency and relevancy of the informa- 
tion sought by the subcommittee. 

Thus, because of the refusal of some to cooperate with the sub. 
committee, it became necessary for the subcommittee to take such 
action as it did in these last few days and to bring to public atten- 
tion certain information prior to a public hearing at which all the 
facts were to be presented. 

Thus, today the subcommittee begins hearings for the develop- 
ment of all the facts involving certain decisions and actions of the 
Federal Trade Commission and the Securities and Exchange Com- 
mission in the administration of the laws charged to them by the 
Congress. 

Now let me again briefly restate the purposes and functions of this 
Subcommittee on Legislative Oversight in order that everyone may 
understand our responsibility. 

The House of Representatives has charged this subcommittee with 
the responsibility of investigating the manner in which certain inde- 
pendent commissions or agencies are administering the law. We are 
directed to inquire if these administrative agencies are functioning 
within the scope of the statutes which established the independence 
of such agencies or commissions, if any of these agencies have im- 
properly enlarged upon the scope of their statutory authority, whether 
or not any of the existing statutes require amendments in order to 
enable the administrative commissions properly to perform their 
licensing, regulatory, and adjudicatory duties, if there are ambigui- 
ties in existing statutes which require correction in the public interest, 
and whether or not Commission decisions are impartial and free from 
extra record representations or pressure. 

These are fundamental questions concerning which this committee 
is bound to investigate and make appropriate recommendations to the 
Congress. This is our duty. This is our objective. 

It is not the purpose or intention of the subcommittee to injure or 
to bring about an injustice to any person, but to do the best possible 
job we can with fairness and impartiality and equitable treatment to 
everyone under our American processes. 

It is our duty to protect the rights of individuals and seek to clear 
up any erroneous reports or charges just as it is our duty to develop 
information of impropriety, wrongdoing, undue influence, or pres- 
sure in connection with the administration of the laws by these regu- 
latory agencies of our Government. 
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The subcommittee seeks only information that is pertinent and rele- 
vant to the inquiries in the course of this investigation under its 
jurisdiction. The subcommittee maintains an open invitation to any- 
one to come before it and to produce information on any matter 
relevant to the purposes of the investigations or to clear up any 
erroneous charge or report that might be claimed or made. 

Congress, in creating the administrative Commissions which are 
subject to this subcommittee’s jurisdiction, intended that they should 
be independent and that their decisions should not reflect ex parte 
intercession or outside influence. Certain matters already investigated 
by the subcommittee show that in one of the agencies there has been 
undue third-party intercessions on behalf of the parties to the pro- 
ceedings. 

The subcommittee will continue in the future, as it has in the past, 
to conduct its inquiries in an objective, impartial manner without 
fear or favor, and taking particular care not to invade the constitu- 
tional rights and privileges of any witness who appears before it, or 
anyone else. 

he subcommittee is after the facts establishing whether or not the 
independent administrative agencies are operating in accordance with 
the intent of Congress and whether there is need for additional 
legislation. 

r. O'Hara. 

Mr. O’Hara. Mr. Chairman, as the ranking member on the Re- 

ublican side of this committee, I want to join in your statement. I 

o want to say that I think not only myself but the members of the 
minority side have cooperated in every way possible with the chair- 
man of the committee and with the staff in presenting the facts that 
have been produced. 

Mr. Chairman, I want to say that my only concern is that the facts 
which are presented are relevant to the scope of our investigations. 
I shall insist that they be relevant and pertinent and within the out- 
line of the powers of this committee as you have stated them. 

Thank you, Mr. Chairman. 

The CHarrman. On June 12, 1958, the chairman received a letter 
from Mr. Sherman Adams, the Assistant to the President at the White 
House, together with a copy of a memorandum dated January 4, 1954 
marked “Memorandum for Hon. Sherman Adams re Northfield 
Mills.” 

It might be noted the memorandum is signed by the then Chairman 
of the Federal Trade Commission, Mr. Edward F’. Howrey. 

The letter, together with the memorandum and together with my 
reply thereto, will be included in the record at this point. 

(The material referred to follows :) 

THE WHITE Howse, 
THE ASSISTANT TO THE PRESIDENT, 
Washington, June 12, 1958. 
Hon. OREN HARRIS, 
Chairman, Special Subcommittce on Legislative Oversight, 
House of Representatives, Washington, D.C. 


Dear Mr. Harris: Since your committee has chosen to make public the extent 
of entertaining of myself and my family on the part of an old friend, Mr. Ber- 
nard Goldfine, and has insinuated that because of this entertaining or his friend- 
ship Mr. Goldfine has received, on my intercession, favored treatment from 
Federal agencies, I feel that I should set the record straight. 
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I categorically deny such insinuations. They are unwarranted, and unfair, 

Mrs. Adams and If have known Mr. and Mrs. Bernard Goldfine for well over 
15 years. We have entertained them in our home and they have entertained us 
in theirs. We have had a close personal relationship. 

Some years ago Mr. Goldfine told me that whenever I had occasion to come 
to Boston he hoped that I would stay in his hotel suite at the Sheraton-Plaza, 
I understood that he maintained this apartment on a continuing basis. When- 
ever I was in Boston overnight, I accepted the hospitality thus proffered by my 
friend. It was not until after the records of the Sheraton-Piaza Hotel were 
subpenaed by your committee that I learned that Mr. Goldfine did not then main. 
tain an apartment on a continuing basis. 

The committee could have also disclosed that Mrs. Adams and I were guests 
of Mr. and Mrs. Goldfine at the Mayflower Hotel in Plymouth last year, and were 
guests at their home in Chestnut Hill at other times. 

Late in 1953 Mr. Goldfine gave me a letter he had received from the Federal 
Trade Commission’s Wool Labeling Division, and asked me what had prompted 
it. I called the Chairman of the Federal Trade Commission, Mr. Edward FP, 
Howrey, on the telephone and asked if the information Mr. Goldfine desired 
could be made available to him. As a result of this call, Mr. Howrey prepared a 
short memorandum which I passed along to Mr. Goldfine. A copy of Mr. How- 
rey’s memorandum is enclosed. About a month later, before sending the 
Howrey memorandum to central files, my secretary called Mr. Howrey’s office 
to inquire whether or not the matter was still current. She was informed that 
2 weeks previously the company had agreed in writing to comply in every respect 
with the requirements of the Wool Labeling Act and that hence the matter was 
closed. 

Early in the spring of 1955 Mr. Goldfine asked me to make an appointment for 
him with Mr. Howrey to discuss a problem under the Woo! Labeling Act. This 
I did and it was all that I did. I made no representations to Mr. Howrey, nor 
did I ask that he or the Commission do or refrain from doing anything. I have 
since learned that some time after Mr. Goldfine talked with Mr. Howrey, the 
Federal Trade Commission instituted a proceeding under the Wool Labeling Aet 
against three of Mr. Goldfine’s companies and that such proceeding resulted in 
the issuance by the Commission of a cease and desist order. Mr. Goldfine never 
informed me of this proceeding, or asked me to take any action with respect 
to it. 

Your committee has made insinuations that I brought influence to bear on 
behalf of Mr. Goldfine in the East Boston case. These insinuations are false. 
Here are the facts: 

Sometime in 1956, Mr. Goldfine, during a conversation with me, complained 
about the actions of the Securities and Exchange Commission in what he called 
the East Boston case. He never asked that I do anything, but I requested the 
Special Counsel to the President to find out what this case was about. He 
ealled the General Counsel of the Securities and Exchange Commission for this 
information and reported back to me. He informs me that he did not disclose 
that it was I who had requested the information, and further that he made 
no representations nor did he ask the General Counsel to do or refrain from 
doing anything. When I received the information, I did nothing further. Neither 
I, nor to the best of my knowledge, any other member of the White House staff, 
except in the one instance I have discussed, ever talked with anyone in Commis- 
sion or in any other Federal agency concerning that case. 

To the best of my recollection, these were the only instances in which I had 
any communications whatever with any Federal agency in matters relating to 
Mr. Goldfine or his business, and I have described the full extent of my cominuni- 
eations. Your committee staff conld easily have ascertained these facts before 
making insinuations based upon the entertaining of myself and my family by 
an old friend. 

Yours very truly, 
SHERMAN ADAMS. 


FEDERAL TRADE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, D.C., January 4, 1954. 
Memorandum for Hon. Sherman Adams. 
Re Northfield Mills. 
According to Mr. Hannah, Chief of our Wool Division, the purpose of the 
December 4 letter to Northfield was twofold: (1) to obtain additional facts, and 
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(2) to obtain further assurances of correction of labeling with the hope that 
the matter can be disposed of on an informal basis. 

The Wool Products Labeling Act requires, among other things, that “the 
kind and percentage of each different fiber contained in the product” be dis- 
closed on the label. 

On November 3, 1953, Einiger Mills lodged a complaint against Robert Law- 
rence, Inc., a Boston coat manufacturer, operating under the trade name of 
Leopold Morse, which was using Northfield fabrics labeled 90 percent wool, 10 
percent vicuna. According to our wool division, the label was inaccurate for 
the reason that the fabric contained nylon fibers. 

When the matter was brought to the attention of Northfield, Mr. Clarence 
Tichell of Boston, their counsel, assured Mr. Hannah that Northfield would im- 
mediately correct their labeling. 

Following Mr. Tichell’s visit, the wool division received Northfield’s letter of 
November 17, 1953 restating only in part the assurances made by Mr. Tichell. 
Thereafter FTC investigators learned that other concerns, i.e., other than Rob- 
ert Lawrence, Inc., were using a different range of Northfield fabrics also con- 
taining undisclosed amounts of nylon fiber. This fact prompted the division’s 
letter of December 4. 

With reference to Einiger Mills, their labeling practices have recently under- 
gone inspection by our wool division. Einiger, during the course of the investi- 
gation, agreed to correct their labeling but insisted that others, including North- 
field, do likewise. 

The alleged misbranding by Northfield came to Ejiniger’s attention, I am told, 
through their analysis of Northfield’s fabric in connection with a suit in Boston 
in which EKiniger sought to enjoin Robert Lawrence, Inc., from use of the trade 
name “Vieunanb” on garments made from the Northfield fabric, the same alleg- 
edly being an infringement of Einiger’s trademark rights under the name 
“Vicunaire’”’. 

In addition to filing a complaint against Robert Lawrence, Inc., Einiger has 
now filed complaints against other manufacturers using Northfield fabrics. 

Mr. Hannah advises me that if Northfield will give adequate assurances that 
all their labeling will be corrected, the case can be closed on what we call a vol- 
untary cooperative basis. 

EpwaArp F, Howrey, Chairman. 


HovusE OF REPRESENTATIVES, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D.C., June 16, 1958. 

Hon. SHERMAN ADAMS, 
The Assistant to the President, 
The White House, Washington, D.C. 

DEAR Mr, ADAMS: This will acknowledge your letter of June 12, 1958, ad- 
dressed to me as chairman, Special Subcommittee on Legislative Oversight, 
House of Representatives, with reference to the investigation by the committee 


of matters before Federal agencies in which Mr. Bernard Goldfine was inter- 
ested. 

It is understandable, under the circumstances, that you feel the disclosures 
of the committee are unwarranted and unfair but I wish to assure you that the 
committee has not nor does it intend to disclose any information which is not 


relevant to the investigation. The fact that you are “an old friend” of Mr. 
Bernard Goldfine and interceded in his behalf, as outlined and explained in 
your letter speaks for itself. 

Even though your entire letter, together with memorandum to you by former 
chairman, Edward H. Howrey, under date of January 4, 1954, have already been 
made public, I am today including them in the record, in order that your 
explanation may become a part thereof. 

Furthermore, I am making a statement of my own in opening the hearings 
this morning of the action of the committee of this investigation and a restate- 
ment of the purposes and objectives of the committee. I am enclosing a copy of 
this statement. It is the intention of this Committee to be eminently fair to 
everyone and proceed impartially with equitable treatment under our proc- 
esses. I repeat, we are seeking only facts that have any bearing in the admin- 
istration of the laws of the various agencies or any decision the Commission 
might make with reference thereto. 
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The committee is pleased to have your letter of explanation of your relation. 
ship with Mr. Goldfine and the incidents to which you refer. The committee 
seeks to clear up any erroneous reports as well as to develop any facts with 
reference to this responsibility. We feel it is our duty in fairness to anyone 
who might be involved. 


The committee would be glad to have any additional information which you 
might want to present regarding these incidents and is pleased to provide you 
the opportunity to appear before it, and invites you to do so in order to provide 
any further explanation or to clarify any of the facts or reports which have 
been called to the attention of the committee. 

Sincerely yours, 
OREN Harris, Chairman, 

The Cuamman. I would like to also call attention to the fact that 
certain statements have been made to the public press with reference 
to the appearance of two witnesses in Boston. I should like to correct 
any erroneous report that might have been made. 

Mr. William Taylor and Mr. John Taylor did not appear as volun- 
tary witnesses, as has been reported, but they were directed to appear 
before the committee on June 6, 1958, in Boston. I armed the chair- 
man with a subpena, and they were told that if they failed to appear 
at that time a subpena would be issued forthwith for their appearance, 
I think, in all fairness to them, this statement should be made. 

Mr. Lishman. 

Mr. Lisuman. Mr. Chairman, I should like to call a witness out 
of the scheduled order for today’ s hearing in order to develop certain 
facts which are mentioned in the June 12, 1958, letter from Governor 
Adams, and to develop certain facts in connection with the pro- 
ceedings involving Northfield Mills, one of Mr. Goldfine’s companies, 
before the Federal Trade Commission in its mislabeling of certain 
facts. 

I should like to ask Mr. Francis McLaughlin, an attorney on the 
subcommittee staff, who has received material in response to a sub- 
pena, to take the stand, and, through him, I would like briefly to 
develop these facts which are relevant to our investigation. 

The Cuamman. Mr. McLaughlin, you have already been sworn? 

Mr. McLaveutin. Yes, sir. 

The Cuarrman. You may proceed. 


TESTIMONY OF FRANCIS X. McLAUGHLIN, SUBCOMMITTEE 
ATTORNEY—Resumed 


Mr. Lisyman. Mr. McLaughlin, have you read the letter of June 
12, 1958, directed to Chairman Harris of this subcommittee by Mr. 
Sherman Adams? 

Mr. McLaveutin. I have, sir. 

Mr. Lisuman. Are you aware of Governor Adams’ statement in 
his letter that he accepted the hospitality offered by Mr. Goldfine 
whenever he was in Boston ? 

Mr. McLaveutiin. I am, sir, 

Mr. Lisuman. At this time do you have any further information 
concerning the acceptance of such hospitality by Mr. Adams of Mr. 
Goldfine at places other than Boston, Mass. ? 

Mr. McLaveuuin. I have, sir. 

Mr. Lisuman. In response to a subpena served upon the Hotel 
Waldorf-Astoria in New York City, did the subcommittee receive 
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certain material concerning whether or not Mr. Goldfine provided 
the expenses of Mr. Adams at this hotel ? ‘ 

Mr. McLaveuun. I have, sir. 

Mr. Lisuman. Do you have this material which was subpenaed from 
the Hotel Waldorf-Astoria in New York City before you $ 

Mr. McLaveutin. I do, sir. 

Mr. Lisuman. Will you please read this material into the record? 

Mr. McLaueuuirn. Yes, sir. 

I have before me a photostatic copy of the hotel card for Gov. 
Sherman Adams and Mr. Bernard Goldfine. 

The Cuarrman. Did you obtain this information yourself under 
subpena ? 

Mr. McLaveuuin. I did not obtain it personally. The subpena was 
served last Friday. Thisis in return to the subpena. 

The Cuarrman. In compliance with the subpena for this informa- 
tion ? 

Mr. McLavueuuin. That is correct. 

The CuarrMan. Which came to you? 

Mr. McLavueuturn. That is correct. 

These records reflect that Gov. Sherman Adams on January 23, 
1954, and January 24, 1954, was a guest at the Waldorf-Astoria. The 
notation on the account card states “Transfer to Goldfine, B., room 
Ri6-F.” 

I also have, in response to the subpena from the Waldorf-Astoria, 
an account card made out in the name of Bernard Goldfine, 35 Knee- 
land Street, Boston, Mass., for January 21, 22, 23, 24, 25, 26, and 27, 
1954. And on the account card for Mr. Bernard Goldfine is the 
notation, on the entry of January 25, 1954, “Transfer $47.40, account of 
Gov. Sherman Adams.” 

Mr. LisuMan. Justa moment, Mr. McLaughlin. 

Is it a fact that the material you are reading is either photostatic or 
Thermofax copies of the original records at the Waldorf-Astoria? 

Mr. McLavueutin. Yes, sir. 

Mr. LisuMan. Very good. 

Mr. McLaveutuin. I have the account card reflecting that on Febru- 
ary 12, 13, 14, and 15, of 1954, Gov. and Mrs. Sherman Adams, Wash- 
ington, D.C., were guests at the Waldorf-Astoria. 

The final notation on this account card, dated February 16, 1954, 
stated “Transfer credit.” 

There is also an account card for Bernard Goldfine which reflects 
that he was a guest at the hotel on February 15 and 16 of 1954. And 
the notation on February 16 is the transfer of $219.65 with the nota- 
tion “Governor Adams”; $219.65 was the next-to-final entry on the 
account card of Gov. and Mrs. Sherman Adams for that same period. 

Mr. Moutper. Mr. Chairman? 

The CuHarrman. Mr. Moulder. 

Mr. Movutper. What is the total amount involved of all the ac- 
counts which you have mentioned which were transferred from the 
account of Sherman Adams to Bernard Goldfine ? 

Mr. McLaveuuin. Sir, for the stay in January of 1954, when only 
Governor Adams was registered, on the 23d and 24th, the total trans- 
ferred was $47.40. On the account cards for February 1954, when 
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both Governor and Mrs. Adams were registered for the several days, 
the total amount transferred was $219.65. 

Mr. Lisuman. Do you want to read into the record the total paid 
by Mr. Bernard Goldfine? 

Mr. McLavenutn. For Mr. Bernard Goldfine’s stay from Jan- 
uary 21 through January 26, 1954, the total amount due on the bill, 
which included the charges made to Governor Adams, was $514.75, 
The total charged to Mr. Bernard Goldfine for the February 1954 
visit, as reflected by the account card, which includes the bills of 
Gov. and Mrs. Sherman Adams, was $2,982.29. 

Mr. Movtper. May I inquire w hat part of that was chargeable as 
a result of the expense incurred by Governor Adams? 

Mr. McLaventin. The account card for Gov. and Mrs. Sherman 
Adams in the February 1954 visit, reflects the charge of a room, and 
long-distance calls, and such miscellaneous expenses as valet and 
local phone calls. However, the account card for Mr. Bernard Gold- 
fine includes room service charges where the meals were served in 
rooms. 

Mr. Moutper. I still do not understand it, Mr. Chairman. 

Mr. McLaveutty, As I previously indicated, the total amount for 
the February 1954 visit, was $219.65, which was transferred to the 
account of Mr. Bernard Goldfine. The ch arge was for Gov. and 
Mrs. Sherman Adams, as reflected by the account. 

Mr. Movtper. I cannot understand the $2,000 figure. What con- 
nection does that have? 

Mr. McLaveutrn. That was the total amount that was paid by Mr. 
Goldfine for that visit, including his own bill as well as Governor 
and Mrs. Adams’ bill for the 2- day period. 

Mr. Movutper. They were guests there at that time for the 2-day 
period ? 

Mr. McLavenurn,. Well, sir, there are several entries here that 
show, such as restaurant charges, $57.79, and another one for $22.25. 
The first entry on Mr. Bernard Goldfine’s bill is dated February 12, 
1954, and has the symbol TRDR, $2,683.98. 

The Cratmrman. You have presented the facts here that the total 
bill paid by Mr. Goldfine for hotels during these visits was 2,000- 
and-some dollars? 

Mr. McLaventtn. Yes, sir. 

The CyHamman. That was for February and January. Is that 
right ? 

Mr. McLavenurn. This is only on the February ecard, si 


The Cnamman. Was that the total bill for Febru lary ? 
Mr. MclLavennin. Yes, sir, according to the final entry on the 
card. 


The CuatrmMan. But only 200-and-some-odd dollars of that was 
chargeable to Governor Ad: ims ? 

Mr. McLaveurin. That is corre et, Sir. 

The Cuamman. Does that clear it, Mr. Moulder? 

Mr. Moutper. Yes, sir. 

Mr. Lisuman. Mr. McLaughlin, does Mr: Bern ard’ Goldfine main- 
tain a permanent hotel suite at the Waldorf-Astoria? 

Mr. McLavecutrw. No, sir. 
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Mr. Lisuman. How long have you been Inquiring into Mr. Bernard 
Goldfine’s relations with the Federal Trade Commission and the Se- 
curities and Exchange Commission ? 

Mr. McLaueuuin. For several months, sir. 

Mr. LisumMan. With respect to the dates you have testified to con- 
cerning the stays at the Waldorf-Astoria, do they have any signifi- 
cance in connection with certain proceedings against some of Mr. 
Goldfine’s companies at the Federal Trade Commission 

Mr. McLaueuuin. Sir, the records at the Federal Trade Commis- 
sion reflect that on Janu: uy 19, 1954, which was several days prior 
to the January visit to the Waldorf-Astoria by Governor Adams and 
Mr. Goldfine, a general statement was submitted to the FTC by one 
of Mr. Goldfine’s companies, Northfield Mills, in which they gave 
their assurances that they would no longer neha certain materials 
which they manufactured and which they handled. It was on Feb- 
ruary 5, 1954, which was then 2 years later, that a memorandum was 
submitted to Mr. David C. Murchison by Harvey H. Hannah. 

Mr. Lisuman. Who is Mr. Hannah and who is Mr. Murchison ? 

Mr. McLavenuin. Mr. Murchison was the assistant to the then 
FTC Chairman, Mr. Howrey. Mr. Hannah was Chief, Division of 
Wool and Fur Labeling 

In this memorandum Mr. Hannah: concludes with: 

It is felt that the matter pertaining to the concern’s failure to disclose small 
percentages of nylon in certain of their fabrics may be closed pending a check 
on the concern’s fabrics at a later date. 


Mr. Lisuwan. As far as the records of 


Ai 


oY 


ET how, is it a fact 
that, with respect to this particular nylon mislabeling charge, the 


matter was thereby closed ? 

Mr. McLavueuuin. Yes, sir. 

Mr. Lisuman. You have read Governor Adams’ letter of June 12, 
1958, and are you familiar with the reference in that letter to the May- 
flower Hotel in Plymouth, Mass. ¢ 

Mr. McLavueuutn. I am, sir. 

Mr. Lisuman. In the course of your inquiries did you obtain from 
the Mayflower Hotel the original records showing visits or a visit 
made to that hotel by Mr. Goldfine and others? 

Mr. McLavueuurn, I did, su 

Mr. Lisuman. Do you have these original records with you? 

Mr. McLavenur. I do, sir. 

Mr. Lisuman. Will you please read into the record what these 
original records show ? 

Mr. McLaveutin. Yes, sir. 

[ have the original registration card filled out at the Mayflower 
Hotel at Manomet, Plymouth, Mass., No. 4068, dated July 26, 1957; 
name, Gov. and Mrs. Sherman Adams; street, 2400 Tilden; city, Wash- 
ington, D.C. 

1 have a similar card, No. 4067, for Mr. and Mrs. Samuel Savat of 
19 Ashmore Road, ‘Worcester, Mass. And a third card, No. 4069, 
made out to Mr. and Mrs. Bernard Goldfine, 72 Beacon Street, Chest- 
nut Hill, Mass. 

These cards reflect the date of arrival, the date of departure, the 
room number assigned, and the rate for the room. 

Mr. Lisuman. I should like to have these records just described 
included in the record at this point. 

The CuatrMan. Let them be included. 
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Mr. Lisuman. What other original records of the Mayflower Hotel 
in Plymouth, Mass., do you have before you? 

Mr. McLaueuuin. I have before me the guest ledger card which 
reflects the guests as Mr. and Mrs. Bernard Goldfine. 

Mr. Lisuman. On what date? 

Mr. McLavenun. July 26, July 27, July 28, July 29, and July 30, 
1957, and it reflects that this bill was paid on August 15, 1957. 

Mr. Lisuman. What is the total amount of that bill? 

Mr. McLavueutiin. $1,306.71. 

Mr. Lisuman. What other records do you have showing who were 
the guests of Mr. Goldfine whose expenses were included in the amount 
you have just named ? 

Mr. McLaveutin. On the final guest folio card of Mr. Bernard 
Goldfine there is the notation “Mr. and Mrs. S. Savat” on July 30, 
1957. There was a forwarding charge of $265.44 to the account of 
Bernard Goldfine. 

Mr. Moutper. What was that name? 

Mr. McLavueHuin. Savat, S-a-v-a-t; on the same day, July 30, 1957; 
it bears the notation “Forward the charge of $262.20 of Mr. Sherman 
Adams”, 

There is a third entry on that date of a forwarding charge of $28.48 
from Robert Lee, who has been identified as the chauffeur of Mr, 
Bernard Goldfine. 

Mr. Lisuman. Do you have other original records from that hotel 
before you? 

Mr. McLavueuurn. Yes, sir, I do. 

Mr. Lisuman. What do these records consist of? I don’t think 
they need to be read into the record. 

Mr. McLaveuuin. They are the supporting documents for the 
charges as they appear on the guest ledger cards. 

Mr. Lisuman. Please describe in general what these original docu- 
ments are. 

Mr. McLavueuuin. These documents are for the most part room 
service charges or charges made either in the room or in the cafe part 
of the hotel, the bar. 

Mr. Lisuman. Now, Mr. McLaughlin, can you identify Mr. Savat? 

Mr. McLaveuiin. Yes, sir. 

Mr. Lisuman. Please do so. 

Mr. McLavucuirn. Mr. Samuel Savat of Worcester, Mass, He re- 
sides at 19 Ashmore Road in that city, and is president of the Supreme 
Coat Co. of Worcester, Mass., and treasurer of the Nancy Howard 
Sportsware Co. 

Mr. Lisuman. Do the records of the FTC show that either of those 
companies has had proceedings instituted by the Federal Trade Com- 
mission ? 

Mr. McLaveututn. They do, sir. 

Mr. Lisnuman. Please describe those proceedings. 

Mr. McLaveuuin. Early in 1953, during an inspection of the Su- 
preme Coat Co., FTC inspectors questioned the fiber content of cer- 
tain coats labeled “cashmere.” The fabric for these coats came from 
Northfield Mills, and FTC inspectors made an inspection of North- 
field Mills in August 1953, and reported that an examination of their 
records indicated that their fabrics were properly labeled. 
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Charles F, Canavan, project attorney, noted certain discrepancies 
in the inspection report, but recommended that, since they found no 
specific evidence of misbranding, the matter should be closed for the 
time being and that a reinspection of the mills should be made in the 
future when fieldmen were in the vicinity. 

Mr. Lisuman. Do the records of the FTC show that any followup 
or prosecution of the misbranding charge was ever made against the 
Supreme Coat Co. ? 

Mr. McLaveuutn. Not tomy knowledge, sir. 

Mr. LisumaNn. No further questions at this time of this witness, Mr. 
Chairman. 

The Cuatrman. Mr. Moulder, do you have any questions? 

Mr. Moutper. Yes, I have one question. 

It is not clear in my mind what the total charges made to Mr. Gold- 
fine were while Mr. Adams and Mrs. Adams and Mr. and Mrs. Savat 
were his guests in Plymouth. I do not understand the total amount 
involved. 

Mr. McLaueuuin, The total amount paid on August 15, 1957, by 
Mr. Bernard Goldfine was $1,306.71. His guest folio card, which con- 
tains all the charges for those several days in which the three couples 
were registered at the hotel, reflects that Governor Adams’ charges 
and Mr. Savat’s charges were transferred to Mr. Goldfine’s charge, 
and that he paid the entire bill for the six persons. 

Mr. Moutper. Is that the only occasion your investigation reveals 
that they were ever at the Mayflower Hotel in Plymouth ? 

Mr. McLaueutin. Yes, sir. 

Mr. Movutper. That is all. 

The CuArrman. Mr. O’Hara. 

Mr. O’Hara. Mr. McLaughlin, referring back to the memo which 
you read, as to Mr. Hannah, who is the chief enforcement attorney at 
the Federal Trade Commission, wherein with reference to the North- 
field Mills he had recommended that no proceeding be taken, what was 
the date of that memorandum ? 

Mr. McLaveutrn. That was dated February 5, 1954, sir. 

The Cuatrman. Mr. Flynt? 

Mr. Fiynr. No questions. 

The Cuarrman. Mr. Bennett? 

Mr. Bennett. No questions. 

The CHarrmMan. Mr. Moss? 

Mr. Moss. No questions. 

The Cuarrman. Mr. Heselton ? 

Mr. Heseiton. No questions. 

The Cuarrman. Mr. Wolverton? 

Mr. Wotverton. Just one question. 

Were there any other agencies other than the FTC or the SEC 
in which Mr. Goldfine had any difficulties ? 

Mr. McLaveuurn. Not tomy knowledge. 

Mr. Wotverton. That is all. 

The Cuamman. Thank you very much. You may step aside. 

Mr. Lisuman. Mr. Chairman, before the witness goes I want to 
make sure that all the original documents that he had identified at 
the Mayflower Hotel in Plymouth, Mass., are incorporated in the 
record at this point. 

The Cuatrman. Yes. They have been received. 
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The Honorable Robert T. Secrest. 

To accommodate these photographers, I am going to have a 30- 
second recess. In the meantime you can be sworn. 

Do you solemnly swear the testimony that you give to this commit- 
tee will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Srcresr. To the best of my knowledge; yes, sir. 

The CHarrman. Will you have a seat. 

(A brief recess was taken.) 

The CHatrmMan. Your name is Hon. Robert T. Secrest? 


TESTIMONY OF HON. ROBERT T. SECREST, ACTING CHAIRMAN; 
CHARLES F. CANAVAN, ATTORNEY; AND HARVEY H. HANNAK, 
CHIEF, DIVISION OF WOOL, FUR, AND FLAMMABLE FABRICS, 
FEDERAL TRADE COMMISSION 


Mr. Secrest. Yes, sir. 

The Cuatrman. Acting Chairman of the Federal Trade Commis- 
sion ¢ 

Mr. Secrest. Yes. sir. 

Mr. Chairman and members of the committee, I am here today 
representing the Federal Trade Commission because of the fact. that 
Judge Gwynne, our Chairman, is out of the city. The chairmanship 
of our Commission passes solely on the basis of seniority. 

The CuarrmMan. We can go just so far without getting into trouble 
ourselves. I must respectfully ask the photographers to refrain 
further at this time. You are perfectly welcome to stay, however, if 
you like. 

You may proceed, Mr. Secrest. 

Mr. Secrest. The Federal Trade Commission, to my _ personal 
knowledge, which dates back some 314 years, has cooperated fully at 
every 0 pportunity with the various committees of Congress, and many 
improvements in our operations have been the result of congression: al 
assistance. We have made available to your committee every docu- 
ment in the possession of the Commission, and have author ized your 
investigators to talk freely with any person in our organization. I 
can assure you of continued cooperation. 


The CHAIRMAN. if you would permit an imterruption, I would like 
to say to you, as the Acting Chairman and, through you, to the entire 
Commission, that the committee i is very grateful for your cooperation 


during the time of this investigation, as well as our entire committee 
during the consideration of some matters aifecting the Federal Trade 
Commission. 

Mr. Srorest. Thank you, sir. 

Now, at the outset of my remarks, I want to assure this committee 
that = Sherman Adams has. never contacted me, directly or in- 
directly, with respect to any matter, formal or informal, undev in- 
vestigation by or in trial before the Federal Trade Commission. 

No person on the White Elouse staff has ever contacted me, directly 
or indirectly, with respect to any such matters. 

[ am authorized to make this same statement with respect to the 
other four members of our Commission, three of whom—Commis- 
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sioner Anderson, Commissioner Kern, and Commissioner 
present at this hearing. 

We have worked hard to make the Commission efficient and effec- 
tive, and we believe that we have a staff as able and efficient as any 
group of people who have ever attempted to serve the public interest. 
Our accomplishments have been many, but this is not the time to 
present them. 

I was advised that the hearing today would center principally 
around three companies—Northfield Mills, Inc, Lebanon Woolen 
Mills Corp., and Strathmore Woolen Co., all of which are covered 
in Commission Docket No. 6601. 

The records of the Wool Division of the Federal Trade Com- 
mission show that, pr lor to November 1953, two general inspections 
of the labeling practices of the above-named concerns showed them 
to be in compliance with the Wool Products Labeling Act and regula- 
tions. 

In November 1953, a complaint was received by the Commission 
that Robert Lawrence, Inc., a coat manufacturer of Boston, Mass., 
operating under the trade name of Leopold Morse, was falsely ad- 
vertising and misrepresenting the content of fabrics manufactured 
by Northfield Mills, in that such fabrics contained small percentages 
of nylon fibers in addition to the wool and vicuna fibers set, out in 
the concern’s content disclosure. 

Investigation disclosed facts indicating that Robert Lawrence, 
Inc., had purchased the questioned fabric from Northfield Mulls 
labeled as 90 percent wool, 10 percent vicuna: and the fabric did, in 
fact, contain small percentages of nylon ranging from 5 to 10 percent. 

U BPA contact with the Robert, Lawrence company and Northfield 
Mills, it was found that the fabric had been manufactured by the 
Northfield interests prior to the summer of 1953 for the exclusive 
use of the Robert Lawrence company, and at a time when North- 
field Mills and various other New England mills were under the 
impression that it was permissible to use a small amount of nylon 
fibers in the spinning of woolen yarns without disclosing their presence 
on the label. 

Very few, if any, of the garments manufactured by Robert. Law- 
rence, Inc., had been marketed, and an immediate correction of the 
advertising and labeling of the products under question was made, 
indicating the presence of the small percentage of nylon. 

At the same time the Northfield interests indicated that since the 
July 1953 announcement by the Wool Division concerning the prac- 
tice of the trade of not disclosing small percentages of nylon fibers 
in their fabrics, they had immediately stopped the practice. . They 
stated that the reason for failing to disclose the nylon content: of 
the Robert Lawrence goods was that they were filling orders out of 
materials manufactured prior to the summer of 1953 and prior to their 
becoming aware of the required nylon disclosure. Detailed assurances 
of discontinuance of the questioned practice were received from. the 
Robert Lawrence company, as well as the Northfield interests. 

Upon learning of Northfield’s sale of fabric of a range similar to 
the one under question at the Robert Lawrence company, further 
inquiry was made of Northfield and one of its customers, Stratbury 
Manufacturing Co. of Galion, Ohio. It was found that the fabric 
under question had been returned by Stratbury after it became aware 
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of the nylon content. Further inquiry was made of Northfield and 

Stratbury relating to this incident, and detailed explanations and 
assurances of discontinuance were furnished the Commission on Janu- 
ary 19, 1954. The Division’s files in the matter were closed at that 
time, pending a further surveillance of the concerns’ practices. 

During the summer of 1953 it was observed by the Wool Division 
that a large number of fabric mills throughout the country were blend- 
ing small, undisclosed percentages of nylon fibers in their wool and 
cashmere yarns under the misconception that there was a 5 percent 
tolerance for fibers other than wool under the provisions of the Wool 
Products Labeling Act. This practice was brought to the attention of 
the entire woolen fabric industry through a release and letters to 
responsible associations and manufacturers. At that time the true 
requirements of the law with respect to the addition of nylon for 
structural purposes were fully explained to the trade. This notice, 
a copy of which I would like to submit for the record, was circulated 
generally by the National Association of Wool Manufacturers, not 
only to its member mills but to all nonmember woolen mills as well. 

Since the practice was a general one resulting from a misinterpre- 
tation of the law, coupled with the fact that the public interest was 
in no way hurt by the presence of the small Pook of nylon fiber, 
no action was recommended against the mills which had been engag- 
ing in this practice; and no further evidence that the practce was being 
continued came to the attention of the Commission. 

The small percentages of nylon in the yarns were not added as an 
adulterant or so-called cheapener to the yarn or fabric. Its presence, 
on the other hand, gave tensile strength to the yarns and, in fact, 
made them stronger and more durable than yarns which did not con- 
tain the nylon fibers. 

It can thus be seen that the closing of the Robert Lawrence and 
Northfield matters in the early part of 1954, respecting their use of 
fabrics containing small percentages of nylon, was in keeping with 
the handling of similar practices engaged in by other mills a few 
months earlier. 

During fiscal years 1953 and 1954 approximately 1,200 and 1,250 
matters, respectively, involving minor infractions of the Wool Prod- 
ucts Labeling Act were disposed of on a voluntary, cooperative basis 
through the acceptance of assurances of discontinuance from the con- 
cerns involved. 

It was in connection with Northfield Mills’ part in the foregoing 
Robert Lawrence investigation that the Chief of the Wool Division, 
upon request, submitted a report to the former Chairman of the Com- 
mission. 

Upon closing the Robert Lawrence and Northfield matters involv- 
ing fabrics with small, undisclosed percentages of nylon fibers in 
February 1954, the Northfield interests, as well as others, remained 
under continuing surveillance by the Commission’s Bureau of Inves- 
tigation. 

During March of the following year, 1955, their promotion of high- 
percentage “guanaco” fabrics was observed and questioned. Just 
prior to this time a Commission investigator, while inspecting a fur 
fiber mill in New England, learned that such mill had sold to the 
Northfield interests, as well as other fabric manufacturers, under the 
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representation “100 percent guanaco,” large stocks of mixed fur fibers 
of undeterminable percentages. 

While the stocks admittedly contained an undetermined percentage 
of guanaco, they likewise contained undeterminable percentages of 
hair or fur fibers from some 14 other fur-bearing animals. The fur 
fiber mill was advised by the investigator to immediately inform all 
customers who had purchased the stock as “100 percent guanaco” of 
the true facts with respect to the blend of fur fibers. 

On March 30, 1955, investigation of Northfield’s disposition of the 
uestioned stock was ordered. Prior to this investigation of North- 
eld, the Commission’s Wool Division was aware of a problem that 

was facing many wool manufacturers. They had purchased ques- 
tioned stock alleged to contain as many as 15 different animal fibers 
of undeterminable percentages. This problem of fur fibers was dis- 
cussed at a conference attended by Northfield officials, the former 
Chairman of our Commission and his assistant, and the Chief of our 
Wool Division on April 14, 1955. 

Prior to this conference the National Association of Wool Manu- 
facturers and others had requested the Commission to amend rule 8 
of the Commission’s wool regulations so as to permit existing stocks, 
as well as future purchases, of many manufacturers to be labeled in 
such manner as to fully comply with the law. 

After careful study, the Wool Division determined that fur fiber 
stock made from undeterminable percentages of fibers from fur-bear- 
ing animals could be disclosed properly under the Wool Products 
Labeling Act as fur fibers, providing no animal name was used in the 
disclosure. 

The Bureau of Investigation recommended revision of rule 8 in 
a memorandum of March 18, 1955, almost 1 month before the con- 
ference to which I have referred. After publication in the Federal 
Register and a public hearing on the matter, the amended rule became 
effective on May 14, 1955. The Commission felt the amendment of 
this rule was in the public interest. 

Meanwhile the Commission’s New York branch office followed up 
their investigations against the purchasers of large quantities of fur 
stock which had been sold by the fur fiber mills under specific animal 
designations, such as guanaco. The Northfield interests were among 
this group of purchasers. 

During the progress of the investigation it came to the attention 
of the Commission’s Bureau of Investigation that the Northfield 
interests, after the promulgation of amended rule 8, continued to 
market the questioned fur fiber stock in some of their low-end fabrics, 
wherein the questioned fur fiber stock was described as guanaco. 
Most of the fiber was used in fabrics labeled “90 percent wool, 10 
percent guanaco.” 

The CuarrmMan. My statement says “10 percent guanaco.” 

Mr. Secrest. Most of the fiber was used in fabrics labeled “90 per- 
cent wool, 10 percent guanaco.” 

Mr. O’Hara. You read it 100 percent. 

Mr. Secrest. I am sorry. 

The investigation was completed and the record of investigation 
submitted to the Commission’s project attorney in charge of the case 
on November 15, 1955. The investigator recommended that complaint 
issue against the Northfield interests and certain individually named 
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respondents,, No further proceedings were recommended by the in- 
vestigator. 

Upon review of the record of investigation by the project attorney, 
a detailed final report was prepared, recommending that complaint 
issue against Northfield Mi is, Lebanon Woolen Mills, and Strath- 
more Woolen Corp., along with Bernard Goldfine, Horace Maxwell 
Goldfine, individually and as officers of the above-named corporations, 
In addition, the project attorney recommended certifying the facts in 
the record to the Attorney General for misdemeanor proceedings 
under section 10 of the Wool Products Labeling Act. 

The above. recommendation was fully concurred in by the Chief of 
the Wool Division, with the exception of the recommendation for 
misdemeanor proceedings under section 10 of the Woo] Act. Be- 
cause of a conflict of recommendations on this point, the matter was 
thereupon referred to the Director of the Bureau of Investigation, as 
is customary. After an examination of the files and after hearing the 
project attorney and the Chief of the Wool Division, the Director of 
the Bureau of Investigation concurred in the, recommendation that 
complaint issue immediately against all the named respondents, but 
that no misdemeanor proceedings be initiated in the matter. 

On April 17, 1956, the entire record of investigation, along with 
the report and recommendation of the project attorney, memor: andums 
from the Chief of the Wool Division and from the Director of the 
Bureau of Investigati lon, went forward to the Bureau of Litigation. 

On April 30, 1956, the case was assigned to a trial attorney for 
review, report, and recommendation. The report and a proposed 
draft of complaint were submitted to the Assistant Director of the 
Bureau of Litigation through the legal adviser charged with respon- 
sibility for cases of this type. The trial attorney . the legal adviser, 
and the Assistant Director all concurred in the rec ommendation of 
the Bureau of Investigation that complaint should issue, On July 18, 
1956, the file went forward to the Commission with a memorandum 
signed by the Assistant Director, who was serving as acting Director 
in the absence of the Director, in which recommendation was made 
that complaint be issued by the Commission. Upon review of the 
record of investigation, the Commission unanimously directed that 
complaint issue. In accordance with such direction, complaint issued 
on July 30, 1956. 

Subsequent thereto, conferences were held between the trial attor- 
neys of the Bureau of Litigation and respondents’ counsel. On No- 
vember 26, 1956, an agreement containing a consent order was for- 
warded to the hearing examiner, who filed an initial decision based 
thereon. On January 8, 1957, the Commission accepted the initial 
decision and issued its order to cease and desist, effective February 7, 
1957. This wasa broad order identical in every essential respect with 
those issued in wool cases after litigation. 

The original complaint, as drafted by the Bureau of Litigation and 
issued by the Commission was direc ted against Northfield Mills, ine., 
Lebanon Woolen Mills C orp., Strathmore Woolen Co., and Bernard 
Goldfine, individually and as an officer of the three corporations, and 
Frank H, Bussiere, Bernard Casey, Horace Maxwell Goldfine, and 
Solomon Goldfine, individually. 
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During the course of negotiations, representations were made that 
Frank H. Bussiere, Bern: ard Casey, and Solomon Goldfine, who had 
been charged individually, had no part in the formulation, direction, 
or control of any of the policies, acts, and practices of the corporate 
respondents. On the basis of these representations, supported by 
affidavit, the Bureau of Litigation agreed with respondents that the 
complaint should be dismissed as to these three individuals, 

The Commission has no legal authority to issue an order against 
any person W ho has no resp onsibility for the questioned practices 

T he hearing examiner and the Commission accepted this agre: ment, 
and its order as issued was directed against the three corporations, 
Bernard Goldfine, both individually and as an officer of the corpora- 
tions, and Horace Maxwell Goldfine, individually. 

Since the Wool Products Labeling Act became law on July 15, 1941, 
only five fecais of investigation have been certified by the Commis- 
sion re the Attorney General for vifioewd anor proceedings under sec- 
tion 10 of the act. Of these, th ree have been filed and tried. One 
ended in a fine of $20 on each of three counts. In the others, fines in 
the sum of $5,000 and $3,000, respectively, were imposed. 

It was the Commission’s policy at the time the Northfield record of 
investigation was under consideration—and it is now—to certify reec- 
ords for misdemeanor proceedings to the Attorney General under sec- 
tion 10 of the Wool Products Labe ling Act only in those cases where 
it had reason to believe that a cease-and-desist order would not stop 
the misbranding of wool products by a respondent. 

The Commission’s facts in the Northfield matter were quite unlike 
those on which misdemeanor proceedings had previously been sought, 
in that the fur fiber stock under question in this matter had actually 
been purchased by the respondents as 100 percent guanaco, Further- 
more, the fur fibers of the various animals making up the questioned 
blend of stock were of at least equal or better quality as would be 100 
percent guanaco. 

In addition, at the time the Commission voted the ¢ ‘compli uint, it ap- 
peared to be the quickest way to stop the illegal practice in: asmuch as 
further investigation in the form of microscopic analyses of the ex- 
hibits involved would have been necessary. 

The record of investigation in this matter amply supported admin- 
istrative action of the type brought by the Commission, and the matter 
was prosecuted expeditiously to final order. 

It is submitted that the record shows that the C ommission, as well 
as every member of its staff, has acted properly and in good faith in 
their analysis and handling of the Northfield cases. 

The Cuaiman. That completes your statement, does it not, Mr. 
Secrest ? 

Mr. Secrest. It does, Mr. Chairman. 

The Cuatrman. May I inquire at this time if Mr. Goldfine or any 
of his companies has had any other complaints made against him 
before the Commission ? 

Mr. Secrest. Not to my knowledge. But you understand that 
everything up till September 1954—and that was when practically 
all of the memoranda and such were written—was written before four 
of us were on the Commission, and Judge Gwynee had only been there 
2 or 3 months. So what we are speaking from prior to that time is 
from the record as we have it. And since that time, of course, when 
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the complaint issued, we were there and we are familiar with the his- 
tory of the cases of that time. 

The Cuamman. Mr. Lishman. 

Mr. Lisuman,. Yes, sir. 

The Cuarrman. Do you have any questions ? 

Mr. Lisuman,. Yes, sir. 

Commissioner Secrest, on page 3 of your statement you say that the 
fabric did, in fact, contain small percentages of nylon ranging from 
5 to 10 percent. Where did you get these figures of 5 to 10 percent? 

Mr. Secrest. I would ask Mr. Canavan or Mr. Hannah. 

I might explain that Mr. Hannah has been with the Commission 
since 1941, Harvey Hannah, and is Chief of the Division of Wool; 
has been since 1946. 

Mr. Canavan is one of the experts, I think, in the wool field. Both 
of them are here, and any questions in detail directed back to the 
early investigations would have to be answered by them because no 
one of the Commission at present was there, and, if we were, we prob- 
ably wouldn’t know about these staff investigations. 

Mr. Lisuman. I am just asking you where you got the figures 5 to 
10 percent. This is your statement, and I don’t know who furnished 
you with that. 

Mr. Secrest. Most of the facts in the statement as to this early part 
were from Mr. Hannah, and I assume he and Mr. Canavan, and the 
whole Division, I assume, down there were trying to get this record 
together. 

Mr. Lisuman. Mr. Chairman, I think we would like to have the 
members of the FTC staff who are familiar with the facts available 
here so that we may ask them what these facts are. 

Mr. Secrest. They are here right now. 

The Cuarman. Let them come around. 

Since you are going to be answering questions 

Mr. Secrest. This is Mr. Hannah and Mr. Canavan. 

The Cuamman. And testifying, I think you had better be sworn. 

Do you and each of you solemnly swear that the testimony that you 
give to this committee will be the truth, the whole truth, and nothing 
but the truth, so help your God? 

Mr. Canavan. I do. 

Mr. Hannan. I do. 

The CuarrMan. Be seated. You may proceed, Mr. Lishman. 

Mr. Lisuman. I believe I better address my question to Mr. 
Canavan first and then address the second question to Mr. Hannah. 
The statement on page 3 concerns small percentages of nylon ranging 
from 5 to 10 percent. Is that an accurate statement ? 

Mr. Canavan. I believe so. The records of the mill, as I recall, 
show that they had blended 10 percent nylon into the fabric. How- 
ever, when you are manufacturing fabric you don’t always come out 
with the same percentage in the fabric as you put in, because some 
fibers are more slippery than others and they fall out in the course 
of going through the manufacturing. Some fibers are shorter than 
others and they might fall out, so that if you put 10 percent in you 
don’t necessarily come out with 10 percent. You might come out with 
a little bit more or a little bit less, depending on the type of fabric 
you were manufacturing. 
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Mr. Lisuman. Mr. Canavan, do you remember preparing a memo- 
randum of March 1956 concerning this matter ? 

Mr. Canavan. 1956? 

Mr. Lisuman. Yes. 

Mr. Canavan. There are so many memorandums here. 

Mr. Lisuman. Just a moment. We have a photostatic copy. 

Mr. Canavan. March 3. Is that the one? 

Mr. Lisuman. This is a memorandum dated March 13, 1956. It is 
entitled “Application by the Federal Trade Commission for Issuance 
of a Complaint Against Northfield Mills et al. file No. 5520583.” 

Mr. Canavan. Yes, sir. 

Mr. Lisuman. Did you prepare that memorandum ? 

Mr. Canavan. I did, sir. 

Mr. Lisuman. Is it a fact that on page 2 of that memorandum the 
following statement appears “The complainant stated that he had 
analyzed the fabric in the complained of coat and found it contained 
88.1 percent animal fibers, 11.9 percent nylon.” ? 

Mr. Canavan. That is correct. 

Mr. Lisuman. Did you verify whether or not the complainant’s 
allegation that the nylon was in the amount of 11.9 percent was true? 

Mr. Canavan. As I explained just previous to this, you don’t al- 
ways get out what you put in, depending on the type of fiber. There 
may be a 1- or 2-percent difference. 

Mr. Lisuman. There is a difference here of 

Mr. Canavan. Of 1.9 percent. 

Mr. Lisuman. Above 5 percent, considerably more different than 
that. 

What tolerance was permitted by the Commission in a case of this 
kind ¢ 

Mr. Canavan. There is no tolerance along this line. 

Mr. LisumMan. Doesn’t the FTC proceed on the basis that it is the 
percentage in the finished fabric that counts? 

Mr. Canavan. That is correct. 

Mr. Lisuman. Didn’t you inquire into whether or not it was a 
fact that in the finished fabric here there was 11.9 percent nylon. 

Mr. Canavan. 11.9 percent nylon was the amount that the com- 

lainant stated that the testing company found in the material. Our 
inspection indicated that there had been 10 percent nylon put into the 
material. A 1.9-percent difference is a difference that very easily 
might occur in manufacturing fabric. 

Mr. Lisuman. Did the FTC ever inspect the mill records on this 
fabric? 

Mr. Canavan. Mr. Ott, I believe, if you will check in that same 
memorandum, third paragraph: 

Mr. Ott called at the Boston office of Northfield Mills and misbranding was 


acknowledged. It was claimed that misbranding was the result of miscon- 
struing the Wool Products Labeling Act. 


The Cuarrman. I do not think we understand that. You called at 
the Northfield Mills in Boston, and what ? 

Mr. Canavan (reading) : 

Mr. Ott called at the Boston office of Northfield Mills, Inc., and the mis- 


branding was acknowledged. It was claimed that the misbranding was the 
result of misconstruing the Wool Products Labeling Act. 
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The Cuatrman. When was this? 
Mr. Canavan. This was sometime in November of 1953. The 

complaint had come in that month and the inspection was made that 

month, almost immediately after the opment was received. 

Mr. Lasuman. With all due respect, Mr. Canavan, your answer 
was not responsive to the question. I asked you if any investigator 
or anyone connected with the FTC had actually inspected the records 
of Northfield Mills on this point. 

Mr. Canavan. As I recall it, sir, Mr. Ott called at the Boston 
office. He is stationed in Boston. The Stratbury Woolen Co. is the 
head office for all of the mills. 

[ believe that the mill records were not in Boston at the time, and 
that they were later submitted to the Commission by letter by Mr, 
Titchell, if I am not mistaken. 

Mr. Lisuman. Do you have such records now ? 

Mr. Canavan. The Commission files, I believe, contain them. 

Mr. Lisoman. Would you please produce these records? I will 
proceed if you will furnish that. 

Mr. Secrest. We will be glad to furnish it. Do you want us to 
furnish it to Miss Ramsey for the committee records ? 

Mr. Lisrman. For the committee records. 

Mr. Canavan, is it a fact that the wool inspection records of the 
Federal Trade Commission for the years 1953 and 1954 are not in the 
files of the Commission ? 

Mr. Canavan. That is not to my knowledge. In regard to this case, 
you mean ? 

Mr. LisuMan. In regard to any matter. 

Mr. Secrest. We were going to answer that in a letter that the 
chairman sent us, and we don’t have complete facts. 

There is certainly nothing missing that would apply or affect or in 
any way injure this investigation, of any case. But you had sent a 
letter to the chairman asking three things, and, if I should read it, it 
might give you the 

Mr. Lisuman. I just, want to focus attention on the fact that one 
of our attorneys was informed by personnel at the FTC that, through 
inadvertence, these records had been destroyed. Is that correct ? 

Mr. Hannan. What records? 

Mr, LisuMan. Wool inspection records for 1953 and 1954. 

Mr. Secrest. A wool inspection record 

If I might make it clear what is being considered, a wool inspection 
record is a three-sheet affair. This is it. And when a man goes in 
a store or goes into any place to inspect he fills this report out. It is 
sent back and transcribed. If it says “No violation” apparently noth- 
ing is done with it. It is sent back and transcribed into a memoran- 
dum, and the memorandum may deal with three companies. They 
may find four companies that are out of order on,one slip, and that is 
transcribed and put into the proper file, what is contained on this 
report. 

In the olden days, in the Commission method of filing down there, 
which is something that has been going on a long time, these were all 
filed in a bunth, thousands of them, and in 1954, 4 years ago, they 
started to put these tm ¢orrespondence folders. So that each one of 
those from 1954 until this minute is 100 percent available. There are 
procedures set up by Archives whereby at the end of 5 years all these 
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are supposed to be destroyed or discarded. The discarding is done 
by General Services, and General Services approved that kind of a 
setup. 

Some of these were filed in a hallway down there, and they were 
marked by the lady who has charge of all these files for destruction 
ina period of 5 years. 

When the General Services people came to move the boxes they 
took, I think, about 7 months, some of these old inspection records, 
made the mistake on the chalkmarks or not. So what we have is 
about a 6-month-or-so period of these that are not there, the original 
inspection records, but we have 2 years of old records that they should 
have destroyed that they didn’t destroy. 

The record means nothing as far as your investigation goes because 
in the last 6 months we have been asked for one of these inspection 
reports, and that was by your committee; just one in 6 months’ time. 

The man who made that inspection report you asked for is here in 
the room, if you want to ask him what he put on that report, and 
the memorandum of that report was taken off and put in other files 
which were given to your investigator. 

Mr. LisuMan. Commissioner Secrest, we are not making any ac- 
cusations. 

Mr. Secrest. I know that. 

Mr. Lisuman. But when it became relevant to the inquiry being 
conducted, and the attorney of the staff was attempting to inspect 
wool inspection records for the period February 1953 to June 1954, 
she was told that they had been inadvertently—and I am not ques- 
tioning that—destroyed. And what I would like to know is, Do you 
have copies of any such records? 

Mr. Secrest. We have memorandums made from the records in 
every case, and we can furnish for you, and will, on any record you 
want, the man that made that report. We want this committee to 
have everything in our building, from beginning to end. 

Mr. Lisuman. I don’t want to belabor the point, but I am just in- 
dicating that these records to date have not been available to us. 

The Cuarrman. Before you go any further, just to get the answer 
to the question, do you or do you not have the wool inspection records 
from the files of 1953 and 1954? 

Mr. Secrest. Oh, yes, for 4 years back we have everything. Then 
there is a break of about 6 months where the General Services people— 
6, 7 months—made the mistake, got the wrong box. We have back 
of that 5-year period 

The CHarmman. For what period of time do you not have them 
then ? 

Mr. Secrest. The period of time actually 

The Cuairman. It happened to be in this February 1953 period ? 
Is that right? 

Mr. Secrest. From January 1, 1953, to December 1, 1953, according 
to this report which was handed to me. ; 

The Cuarrman,. That is a very important time to this investigation, 
Mr. Commissioner, because it is January and February when this 
matter was called to attention, and you went through a long explana- 
tion about how you keep the records and all, but it is for the entire 
year of 1953 that you do not have them then. Is that true? 

32090—59—pt. 921 
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Mr. Secrest. Yes, but this happened last January by a clerk. The 
records are transcribed on other memorandums. ‘The material you 
want is available in other form, exactly, and the man who made the 
original—this one that you wanted—is here in the room if you want 
to ask him what he put on that inspection report. He is here. 

Mr. O’Hara. Mr. Secrest, Mr. Canavan testified as to an inspection 

made by one of your agents in Boston in November of 1953. The 
relevancy of this question is with reference to the request coming into 
the Commission in December and January of 1953 or 1954. So what 
we are pt articularly interested in are those records. 

Mr. Canavan. A copy of that report is in the investigation files, 

Mr. Secrest. We have that report. The only inspection report 
here at issue was in another case, the Supreme Coat case, which had 
nothing to do with Northfield except Northfield had furnished them 
some material with which to make coats. And I would like— 

We plan to answer this in a letter and to give you a full report. 

I would like to put this in the record, such as it is, and it just 
covers from the lady and the people who had charge of those records 
what happened. 

The Cuarman. [f it is not a complete answer, I prefer to wait un- 
til you get a complete answer to it. 

Mr. Secrest. Fine. We will be glad to do that. 

Mr. Lisuman. Mr. Secrest, on page 3 of your statement apparently 
the small percentages of nylon ranging from 5 to 10 paren were not 
considered of any serious importance e. Isthat correct ! 

Mr. Secrest. I am told that 5 or 10 percent nylon made a better 
cloth. The only reason we objected to it, it was a lie in the labeling. 

If you label 100 percent wool “rabbit” you still have violated the 
Wool Act. It isn’t a matter of the quality or anything. It is a mat- 
ter of you just didn’t label right, and whether it is better material or 
cheaper material is inconsequential. 

Mr. Lisuman. As I understand the whole tenor of your statement, 
the Federal Trade Commission gave nothing more than the ordinary, 
routine treatment to Mr. Goldfine’s company that they had given to 
other companies. Is that correct ? 

Mr. Secrest. I think in the official actions of the Federal Trade 
Commission that that certainly would be true in this respect. Cer- 
tainly with the nylon fibers because practically every mill was doing 
that in the country, and the National Woolen Manufacturers, as I 
pointed out, asked for an amendment to that rule. The regulation 
was issued telling them that they couldn’t label that nylon. But the 
result of that release was the request later for an amendment to 
rule 8. 

Mr. Lisuman. As I understand, rule 8 dealt with fur fibers. 

Mr. Secrest. It did. You areright. It did. 

Mr. Lisuman. I have before me a photostatic copy of a memoran- 
dum dated October 23, 1953, to Mr. Charles E. Grandey, Acting 
Chief, Division of Investigation and Litigation, Bureau of Anti- 
deceptive Practices, from Harvey H. Hannah, Chief, Division of 
Wool and Fur Labeling, in the case of Joe Fried Woolen Corp., file 
No. 1-24596. I would like to ask some questions concerning this 
memorandum, if I may. 
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In the third paragraph the statement is made: 


Investigation of the labeling practices of the subject company by the Wool 
and Fur Labeling Division resulted from an anonymous complaint to the Com- 
mission in August 1951. Investigation of this matter was more involved than the 
usual misbranding case as the respondents had removed the original mill tags 
and substituted their own fiber content labels. In the course of the substitution 
the style and place numbers of the fabrics were altered and the fiber contents 
changed from 9214 reprocessed wool to 7% percent nylon and 95 percent re- 
processed wool, 5 percent nylon to 100 percent wool. This deception, by chang- 
ing the fiber contents of the fabrics, was not an isolated case amounting to a 
few dollars, but involved up to 40,000 yards of material valued at approximately 
$160,000. This misbranding was carried on at a time when the price of wool 
was advancing and there is little doubt respondents made a substantial profit 
by their misdeeds. In addition, allowing 3 yards of the misbranded fabric to 
a coat, approximately 16,000 coats were manufactured and sold to consumers as 
100 percent wool. Not only were the purchasers of the coats defrauded but 
the competitors of the respondents as well as the garment manufacturers using 
respondents’ fabric undoubtedly suffered from this unfair competition. 

I will close this part of the memorandum of Mr. Hannah of October 
23, 1953, and then ask this question : 

Why was it so heinous for the Joe Fried Woolen Corp. to be doing 
this in respect to 7% percent nylon content when the same rule was 
not applied, according to your statement, to the Northfield Mills 
situation ? 

Mr. Hannan. May I answer that? 

Mr. LisuMan. Yes, sir. 

Mr. HANN. in. This Joe Fried matter—while there was a discrep- 
ancy of 7% percent nylon fiber involved, if you will check your — 
there in the memorandum c: arefuly you will see that the big item wa 
that the Joe Fried people were representing this fiber as 100 per ent 
wool when the wool content of the fiber was reclaimed, reprocessed 
wool, which was 95 percent. That was the big reason. The nylon 
part of it was of no consequence. Had that been the only part of it 
there would have probably been no prosecution at all. It was 95 per- 
cent reprocessed wool which they upgraded to 100 percent wool. 

Mr. Lisuman. Mr. Hannah, where did this material that went into 
the Joe Fried garments come from ? 

Mr. Hannan. To the best of my knowledge, it came from North- 
field Mills or some of their interests; Strathmore. 

Mr. LisumMan. Strathmore Wools? 

Mr. Hannan. Strathmore. 

Mr. Lisnman. And that is a company which Mr. Bernard Goldfine 
owns or controls? 

Mr. Hannan. Yes, according to our records, 

Mr. Lisuman. Did you receive a report from the Bureau of Stand- 
ards in connection with the material involved in the Joe Fried Woolen 
Corp. matter ? 

I will show it to you. 

Mr. Hannan. I have here a report of the Bureau of Standards to 
the Federal Trade Commission, yes, to me. 

Mr. Lisuman. What is the date of that, please? 

Mr. Hannan. October 30, 1951. 

Mr. Lisuman. Is it not a fact that this material supplied from the 
Strathmore Woolen Mills stated that the fabric involved contained 
11 percent nylon? 

Mr. Hannan. You have the report there, Mr. Lishman. 
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Mr. Lisuman. Yes, sir. That is what this report states. Whereas 
at the same time the tag or label stated it contained 714 percent nylon, 
There is a difference of nearly 4 percent. 

Mr. Hannan. The records of the Northfield Mill 

Mr. Lisuman. This is Strathmore. 

Mr. Hannan. Also show that the wool that was used in this Joe 
Fried upgrading was reprocessed wool and it was so labeled by 
Northfield Mills when they shipped it to Joe Fried. Joe Fried did 
the upgrading of this material to the classification “wool” as distin- 
guished from its true content of reprocessed wool. 

Mr. Secrest. This is a reprocessed wool case essentially and not 
a nylon case. If it had been the 5 percent nylon and that was the 
only thing in the case, they presumably would have been treated like 
everyone else, but when they bought reprocessed wool that they knew 
was processed wool and then sold it as virgin wool or upgraded that 
wool, that was a different matter entirely, and we have an order 
against them, too. 

Mr. Lisuman. Doesn’t the record show here that Strathmore had 
been upgrading the label as much as 10 percent or more on the nylon 
content ? 

Mr. Hannan. I don’t recognize the record as such. 

Mr. Lisuman. Understating the nylon content by that much. 

I will hand you another report of the National Bureau of Stand- 
ards. This is in reference to a letter of October 4, 1951, which is 
apparently directed to the FTC by the Bureau of Standards. 

Mr. Hannan. The Strathmore, I believe, according to Mr. Cana- 
van’s note on the side of this report, labeled the fabric as 95 percent 
reprocessed wool and 5 percent nylon. The tests by the Bureau of 
Standards showed the nylon content to be 16 percent, but, of course, 
the main thing we were after was the upgrading by Joe Fried of the 
high percentage of woolen fibers to wool as distinguished from what 
it was, reclaimed or reprocessed wool. 

Mr. Lisuman. On page 4 of your statement, Mr. Secrest, at the 
top of the page you say: 





They stated that the reason for failing to disclose the nylon content of the 
Robert Lawrence goods was that they were filling orders out of materials 
manufactured prior to the summer of 1953 and prior to their becoming aware 
of the required nylon disclosure. 

How does that justify that company for failing to disclose after 
1953% Why should they be permitted to continue to sell a misbranded 
product to the public? 

Mr. Hannan. You are speaking now of Robert Lawrence? That 
is who, I believe, the memorandum refers to. 

Mr. Lisuman. Yes, sir. 

Mr. Hannan. The particular goods, to the best of my memory, in 
that case were never marketed. The goods were purchased from the 
Northfield Mills or one of their interests and were being cut at the 
time that we came upon the misbranding, and we got immediate cor- 
rection, and the garments, as far as we know, went out labeled cor- 
rectly. There were none distributed by Robert Lawrence. If any 
were, it was very few. 

Mr. LisumMan. Well, do the records of the Commission disclose that 
Mr. Bernard Goldfine has a substantial interest in Robert Lawrence? 
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Mr. Hannan. I couldn’t answer that question, whether he does or 
doesn’t. Mr. Canavan might be able to answer that. 

Mr. Lisuman. I would like to have that shown for the record. 

Mr. Hannan. I don’t know. 

Mr. Lisuman. Do you know, Mr. Canavan? 

Mr. Canavan. As I recall the records, Robert Lawrence was loaned 
some money or there was some money put into the company by Mr. 
Goldfine. I don’t believe he is an officer in the company, but I think 
that he does have some financial interest in it. I can’t tell you just 
how much. 

Mr. Lisuman. Commissioner Secrest, on page 4 of your statement, 
about halfway down the page, the statement was made: 

Further inquiry was made of Northfield and Stratbury relating to this inci- 
dent, and detailed explanations and assurances of discontinuance were furnished 
the Commission on January 19, 1954. The Division’s files in the matter were 
closed at that time, pending a further surveillance of the concerns’ practices. 

Before I ask the question in connection with that statement, I have 
before me a photostatic copy of a memorandum dated February 5, 
1954, from Mr. Hannah to Mr. Murchison. I would like to read a 
portion of this letter in the record in view of the fact that your state- 
ment says you received such cooperation. I quote from this memo- 
randum of February 5, 1954: 

We have now received letters from both concerns. The Robert Lawrence 
Corp. has fully cooperated by sending in evidence of their present compliance as 
well as assurances that the practice will not be resumed. While Northfield Mills 
has not been quite so cooperative in furnishing detailed information concerning 
the quantities and distribution of the questioned fabrics, a general statement 
has been received from them (January 19, 1954) under the signature of Clarence 
Titchell, attorney, to the effect that any fabric hereafter produced by the corpora- 
tion will be properly labeled and that all stock on hand which has been improp- 
erly labeled has now been relabeled to comply with the provisions of the law. In 
view of this statement, together with information previously furnished by repre- 
sentatives of the corporation, it is felt that the matter pertaining to the concern’s 
failure to disclose small percentages of nylon in certain of their fabrics may be 
closed pending a check on the concern’s fabrics at a later date. 

Did this memorandum close this matter of the nylon misbranding 
of Northfield Mills? 

Mr. Secrest. I will let Mr. Hannah answer. That was 8 months 
before I was there. But, in theory, no case at the Federal Trade Com- 
mission is ever closed. 

Mr. Hannan. That memorandum simply disposed of the nylon 
issue temporarily. The concern was to remain under surveillance to 
see what their practices were. The investigation of both Robert Law- 
rence and the Northfield interest with regard to the incident had satis- 
fied the Division that it was material made back at the time when 
practically all of the mills in New England were useing a small 
amount of nylon in their fabrics, not knowing that they had to put 
the nylon disclosure. 

During that period there were numerous—I don’t say numerous, but 

uite a few of them in the same circumstances. and the Commission, 
through my Division, issued this release which was circulated to all 
the mills, putting them on notice, and it all revolved down that this 
was some of the same material involved in the group of material which 
we were observing back in July of the same year that had the small 
percentage of nylon in the fabric. 

Mr. Moss. Mr. Chairman ? 











3622 REGULATORY COMMISSIONS AND AGENCIES 


The Cuarmman. Mr. Moss. 

Mr. Moss. I think it might be helpful to the committee if the Com- 
mission would supply use with the exact number of mills engaged in 
this practice at that time, and also the number of mills receiving the 
notice to discontinue that practice. 

Mr. Hannan. I will be glad to furnish that information. 

It may be the first part of the question, Mr. Congressman, may be 
a little difficult to supply. 

We had knowledge generally, from having talked to representatives 
of the industry and members of technical staffs of testing companies 
and things of that nature that brought it to our attention as distin- 
guished from individual cases. We do know of several individual 
cases, and we will be glad to give them to you. 

Mr. Secrest. I might ask permission to insert here—and I think 
that it will probably meet a portion of your question—the memoran- 
dum, “Special Notice to the Industry,” that was sent out by the Na- 
tional Association of Woolen Manufacturers. This supposedly went 
to all of their members and to all nonmembers, if I may insert that. 

Mr. O'Hara. What is the date of that? 

Mr. Secrest. The date of that is July 24, 1953, calling their atten- 
tion to the fact that they were all mislabeling if they were putting in 
some nylon and not disclosing it. Admittedly, nylon gave a tensile 
strength, but it was wrong. 

Mr. O'Hara. One other question, Mr. Hannah. Did the Federal 
Trade Commission release a memorandum also, and what was the date 
of that? 

Mr. Hannan. Mr. Congressman, the Division gave a release to the 
press of equal date as the copy of the letter, the photost atic copy which 
you have before you. That was sent to Mr. Edwin Wilkinson. That 
letter also went out to all of the mills that we had positive knowledge 
were doing it personally. It went to the Fairchild press, who gave it 
quite a bit of publicity, and, as you see, the national association bulle- 
tin went to not only all of their member mills but to all mills that the sy 
had knowledge of in the United States. 

Mr. O’ Hara. Your letter is dated July 21, 1953. 

Mr. Hannan. Yes, sir. 

Mr. O’Hara. And was sent out that day to the National Associa- 
tion of Woolen Manufacturers ? 

Mr. Hannan. As well as others. 

Mr. O’Hara. Very well. 

The Cuarrman. What other mill had been called to your attention 
that. was practicing this procedure ? 

Mr. Hannan. One that I can think of immediately was the Eini- 
ger Mills. The question had risen by them back during this time, 
July or thereabouts; that was one of the mills that had been using the 
nylon up around 5 precent. There are others. I will be able to fur- 
nish you the names, but that is the only one that I can think of offhand. 

The Cuatrman. Did you have any other mill that was brought to 
the attention of the Commission and, following investigations, there 
were proceedings brought or handled in such a way as you handled 
Mr. Goldfine’s industry in 1953? 

Mr. Hannan. Ejiniger was handled in identical manner, 

The Cuatrman. The Einiger matter was? 

Mr. Hannan. Einiger, yes. 
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The Cuarrman. How did they get the misconception of the 5 per- 
cent called for? 

Mr. Hannan. From the statutes, Mr. Chairman. 

If you will read section 4 you can readily see why it is not too hard 
for a millman or a layman to misconstrue that section. Would you 
like me to read it? 

The Cuarrman. Yes. I asked the question. 

Mr. Hannan (reading) : 


The wool product shall be misbranded if it is falsely or deceptively stamped, 
tagged, labeled, or otherwise identified. 

2. If a stamp tag, label, or other means of identification or substitute therefor 
under section 5 is not on or affixed to the wool product and does not show (a) 
the percentage of the total fiber weight of the wool product, exclusive of orna- 
mentation not exceeding 5 percent of said total fiber weight of, (1) wool, (2) 
processed wool, (3) reused wool, (4) each fiber other than wool, if said per- 
centage by weight of such fiber is 5 percent or more. 


A lot of the trade, I found out, were interpreting that to mean that 
they had a small tolerance within 5 percent. Also I found out that 
they also were under the impression that perhaps some of this nylon 


could be called ornamentation, which is permissible under the statute 
to not disclose if it is for ornamental purposes or decorative purposes. 


The Cuarrman. Let these memorandums go into the record then to 
complete it. 


(The material referred to follows :) 
NATIONAL ASSOCIATION OF WOOL MANY FACTURERS, 


New York City, July 24, 1953. 
SPECIAL NOTICE TO THE INDUSTRY RE WOOL PRODUCTS LABELING ACT 


Reports have reached the Federal Trade Commission to the effect that some 
wool products, particularly those containing cashmere, are being misbranded 
under the terms of the Wool Products Labeling Act in that they contain in 
the mix small, undisclosed percentages of nylon fibers. This practice appears 
to arise out of the misconception that there is a 5-percent tolerance for fibers 
other than wool under the provision of the law. 

As stated in a letter from Mr. Harvey Hannah on behalf of the Federal Trade 
Commission : 

“The only tolerance or deviation in fiber content designation provided for 
under the Wool Act is ‘* * * that resulting from unavoidable variations in 
manufacture and despite the exercise of due care to make accurate the state- 
ments * * *’ on the label. Such exception would not be applicable where the 
fiber accounting for the variation is deliberately added. The provisions of the 
act relating to the exception of ornamentation not exceeding 5 percent would 
likewise be inapplicable in that the nylon in these cases * * * is added for 
other than decorative or ornamental purposes. 

“Where nylon or any other fiber has been blended with cashmere or wool 
the yarn as well as the materials made therefrom must be labeled to disclose 
the constituent fibers by percentages, as for example, ‘96 percent cashmere, 4 
percent nylon.’ If the percentage of nylon is under 5 percent it may be des- 
ignated ‘other fiber,’ as for example, ‘96 percent cashmere, 4 percent other fiber.’ ” 

In the interest of achieving maximum observance of the labeling law re- 
quirements, this memorandum is being circulated to members of the association 
and nonmembers alike. 

Respectfully, 
EDWIN WILKINSON. 
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LETTER TO NATIONAL ASSOCIATION OF WOOL MANUFACTURERS, DATED JULY 21, 
1953—RE: NYLON BLENDED INTO WooL 
JULY 21, 1953, 
NATIONAL ASSOCIATION OF WOoL MANUFACTURERS, 
New York, N.Y. 
(Attention : Mr. Edwin Wilkinson.) 

GENTLEMEN: It has been brought to the attention of this office that certain 
fabric manufacturers acting under the mistaken belief that the Wool Products 
Labeling Act provides a specific tolerance in fiber content disclosure are blending 
small percentages of nylon fiber into materials represented and labeled by them 
as 100 percent cashmere and 100 percent wool. Such practice constitutes mis- 
branding. 

The only tolerance or deviation in fiber content designation provided for 
under the Wool Act is “* * * that resulting from unavoidable variations in 
manufacture and despite the exercise of due care to make accurate the state 
ments * * *” on the label. Such exception would not be appreciable where the 
fiber accounting for the variation is deliberately added. The provisions of the act 
relating to the exception of ornamentation not exceeding 5 percent would like- 
wise be inapplicable in that the nylon in these cases, I am informed, is added 
for other than decorative or ornamental purposes. 

Where nylon or any other fiber has been blended with cashmere or wool the 
yarn as well as the materials made therefrom must be labeled to disclose the 
constituent fibers by percentages, as for example, “96 percent cashmere, 4 percent 
nylon.” If the percentage of nylon is under 5 percent it may be designated 
“Other Fiber,” as for example, “96 percent cashmere, 4 percent other fiber.” 

Manufacturers engaged in the practice under question should take immediate 
steps to label their materials in full conformity with the requirements of the 
act and regulations. 

The cooperation and assistance of your organization in bringing the matter 
to the attention of those of your members who may be concerned will be greatly 
appreciated. 

Sincerely yours, 
Harvey H. HANNAH, 
Chief, Division of Wool and Fur Labeling. 


Mr. Hannan. I would like to submit the section 4 that I just read. 
It will be in the record, I guess. 

Mr. Lisoman. That will be in the record. 

The Cuarrman. Do you have any questions? 

Mr. Lisuman. I have only one or two questions of Mr. Secrest, 
and then I have some questions of Mr. Canavan and Mr. Hannah. I 
will be through with Mr. Secrest in two or three questions. 

The CHamman. You may proceed. 

Mr. Lisuman. Commissioner Secrest, on page 8 of your statement 
reference is made to publication in the Federal Register of the recom- 
mended revision of rule 8. Could you give us the date when that 
appeared in the Federal Register ? 

Mr. Secrest. It would be between March 18 and May 14. I can 
furnish the exact date, but I don’t believe we have it. 

The Federal Register, as I recall, the memorandum to amend the 
rule goes in first, the call to amend the rule. Then the hearing is 
held, and after the hearing the rule is amended and the amended 
rule goes into the Register. 

Mr. Lisoman. We would like to have the date when anything on 
this matter first appeared in the Federal Register, and the date of 
the public hearing on the matter. 

Mr. Hannan. We will furnish that. 

Mr. Secrest. That will be easy to get. 

(The information requested appears in a letter from Robert. T. 
Secrest on p. 3706.) 
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Mr. Hannan. The whole record of those proceedings are public 
records down at the office. 

Mr. Secrest. Maybe I can find something that would shed light 
on that. 

Mr. Lisuman. On that date? We can have it this afternoon? 

Mr. Secrest. Notice was published in the Federal Register, April 
90, 1955, that the Commission would, on May 6, 1955, give considera- 
tion to an amendment of rule 8. 

Mr. Lisoman. And that was the first public notice? 

Mr. Secrest. That was the public notice that there would be the 
hearing on May 8, and that motion passed the Commission. It was 
unanimous of all those there. Mr. Howrey was absent. 

Mr. Lisoman. What was the date of the Commission resolution 
on that? 

Mr. Secrest. The Commission acted on May 10. 

Mr. Lisuman. In having the notice published in the Federal Regis- 
ter. What action did the Commission take to authorize that? Did 
they pass a resolution? 

Mr. Secrest. April 14. 

Mr. Lisoman. What happened on April 14? 

Mr. Secrest. Well, this is going into—but I presume that since you 
have asked me it is all right. 

Mr. Mead presented a memorandum, who was then Chairman of 
the Commission—that was April 13, 1955—in which he reported his 
consideration of a petition transmitted by the Bureau of Investiga- 
tion with the memorandum of March 18, 1955 of the National Associ- 
ation of Wool Manufacturers and others, as I recall. 

Mr. Hannan. He wasn’t chairman at that time. 

Mr. Secrest. He wasn’t chairman, but we assign cases in rotation. 

Mr. Lisuman. I am only interested in ascertaining the date. 

Mr. Secrest. That was the date, April 14. 

Mr. Lisuman. Thank you. 

I would like to return to the top of page 12 of your statement 
where you state that there have been only five records of investiga- 
tion certified by the Commission to the Attorney General for misde- 
meanor proceedings under section 10 of the act. Do you know or 
does any record in the Commission show in how many instances 
there have been staff recommendations that the particular investiga- 
tion should be referred to the Department of Justice for criminal 
proceedings ? 

Mr. Secrest. Unless one of these gentlemen might make a state- 
ment, I would know of no way to do it except to check every case. 
I think there are more than 170 orders outstanding in the wool field. 

Mr. LisuMan. Is it customary for the Bureau of Investigation to 
make such a recommendation ? 

Mr. Secrest. Oh, I would say no, not customary, certainly. 

Mr. Lasuman. In other words, such a recommendation would be ex- 
tremely unusual? 

Mr. Secrest. Well, that would be my recollection because the Com- 
mission’s policy is if we can stop it by a cease-and-desist order we 
proceed to stop the practice. That is the whole purpose of the law, 
to get compliance with labeling, and we take over 1,200, or approxi- 
mately so, assurances of discontinuance a year if the people will label 
right. 
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Mr. Lisuman. Now, Mr. Canavan is an experienced project at- 
torney in the Bureau of Investigation, highly respected. 

Mr. Secrest. There is no finer. 

Mr. Lisuman. Why is it—and he undoubtedly had knowledge of 
this firm policy that you have stated concerning lack of desire to 
certify records to the Department of Justice—in the face of such 
a well-known policy that a highly respected project attorney vigor- 
ously recommends that the facts in this record should be certified to 
the Department of Justice for criminal proceeding ? 

Mr. SECREST. Since I have been at the Commission we have han- 
dled over 5,000 matters. I have handled over 1,000 personally as- 
signed to me, and there have been countless differences on the staff 
and there have been some very violent differences of opinion at the 
Commission level. Those are matters of judgment, and as long as 
the judgment of any member of our staff and as long as the judgment 
of any Commissioner is his judgment and not affected by external in- 
fluences, then he has a perfect right to his opinion, and everyone else 
to theirs, and it is what we have tried to enc ourage, that any member 
of our staff can walk in the door of any Commissioner, lay down what 
he thinks at any time. And I think we have complete freedom of 
thought down there. 

Mr. Lisuman. I am not critic izing anyone, Commissioner Secrest. 
But, in view of this firm policy and in view of the fact that in only 
five instances, according to your own statement, have you undertaken 
to refer a matter for criminal prosecution to the Department of Jus- 
tice—and you have an experienced, highly respected project attorney 
making what will be shown to be an extremely vigorous recommen- 
dation of such action in this case, which was overruled by the Com- 
mission—isn’t that a little unusual ? 

Mr. Secrest. It is certainly not unusual. When the investigating 
attorney doesn’t recommend it, when the Chief of the Division doesn’t 
recommend it, when the Director of the Bureau doesn’t recommend 
it, it’s certainly not unusual to overrule all of the top officials in the 
Commission and go back and accept a recommendation of a man, no 
matter how honest and how wonderful he is. The rule is the other 
way around. It would be exceptional if the Commission accepted a 
member of the staff when all the way up through those people who 
studied it said that it did not support misdemeanor charges, and I 
might point out that even Mr. Canavan said that if we proceeded 
with misdemeanor we would have to have further tests made of the 
materials that were in issue, and we didn’t need to test those with 
respect to the other. We had their records, but you cannot prove 
fraud. You have to prove intent in a criminal charge, and in the 
other we could prove that they violated the law by their own records. 

Mr. Lisuman. Well, didn’t Mr. Canavan state the facts showing 
the deception prac ticed here, and I am using his words, was pre- 
meditated and willful? Didn't he use those words? 

Mr. Secrest. It might be he did. 

Mr. Lisuman. Didn’t he have the facts to support that conclusion? 

Mr. Secrest. I am saying that Mr. Canavan has a perfect right, 
and I want him and every other member down there 

Mr. Lisuman. I am trying to find out why the facts that Mr. Cana- 
van adduced were glossed over. 
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Mr. Secrest. I don’t think they were glossed over. The investi- 
gating attorney had not recommended criminal charges. Mr. Cana- 

van thought there should be. Mr. Canavan’s superior thought that 
the criminal charges were not warranted on the eae of the record. 
The Director of the Bureau thought so. It came to the Commission, 
and the Commission agreed with it. We did this, which is unusual: 
we named this Bernard Goldfine individually, which meant that he 
can’t change his corporate setups and go out and do the same thing, 
and he can’t organize another company and go do it. 

Mr. Lisuman. But that only prevents future activity by Mr. Gold- 
fine and does nothing to him from his long past record of other 
violations. 

Mr. Secrest. That is right. 

Mr. Lisoman. And violations in this particular case. 

Mr. Secrest. We are in no sense a punitive agency. The only time 
we use criminal or misdemeanor action is when we can’t stop the man 
any other way. We can’t punish a man for what he did through 
that criminal charge. We have to show that that is to stop that 
fellow, and that is the only w ay we can stop him, and we thought 
we could stop this man by putting an order against him, not only his 
corporation, not as much as a member of that corporation, but him 
individu: lly, and, no matter what he does or where he does it in this 
country, he is liable if he violates it. 

Mr. Lisuman. Commissioner Secrest, after you have certified a 
record for criminal proceeding to the Department of Justice, isn’t 
it a fact that the Attorney General then has the sole control over 
deciding whether or not. the evidence is such that criminal proceed- 
ings should be instituted 

Mr. Secrest. That’s eortainly true, but we are supposed to have a 
good legal staff, and we are not going to send the Attorney General 
everything that we have just to escape responsibility of decisions of 
our own. We could send him everything over there and let him 
send them back, but that certainly isn’t assuming our responsibilities 
as a Commission, 

Mr. Lisuman. When you have the unusual situation of an experi- 
enced project attorney recommending institution of criminal proceed- 
ings, and he has been overruled, wouldn’t it be a natural thing for 
the Commission to consult with the Department of Justice before it 
undertook to decide that it should not certify the record ? 

Mr. Secrest. It certainly wouldn’t be a normal procedure. It 
would be the first time in history that I know of that we would have 
consulted with the Department of Justice on a recommendation by a 
project attorney. We have 30 or 40 of them down there, and they are 
good men and they are conscientious, and I think their bosses are, 
too. 

Mr. LisHMAN. Does the Federal Trade Commission have liaison 
with the Department of Justice ? 

Mr. Secrest. We have liaison in exchange of records with them. 
If there is anything we have that will help them or that they have 
which will help us, we have liaison. 

I might point out that these two gentlemen here, while they dif- 
fered in a memorandum as to misdemeanor proceedings, are efficient 
enough that in the cases they have worked up there have been over 170 
orders they have gotten against these wool people and not one of those 
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has been appealed to the courts. That is how solid a case they make, 
They get the credit. Because they differed on one little memorandum 
in no way shakes the respect the Commission has for the integrity of 
these men and their ability since I have known them. 

Mr. LisuMan. Commissioner Secrest, is it a fact that the Federal 
Trade Commission is now currently investigating Northfield Mills 
to see if it is complying 

Mr. Secrest. We certainly are, and I don’t want to comment on 
that in amy way, shape, or form because maybe 3 weeks—— 

Mr. Lisuman. In other words, your consent order has not stopped 
the practice. 

Mr. Secrest. We don’t know. That is why I am not going to com- 
ment. A consent order is just as good an order as if you litigate it 
10 years. The only thing is you get the results quicker if you take the 
consent order, as long as you don’t give away what you have sued 
them for, as long as you get stopped the practices alleged in the com- 
plaint. If you can get a ‘consent order in 3 w eeks, that is better than 
suing for 3 years because that consent order is just as binding on 
that man. You can enforce it in the courts just as quickly as if you 
sued him 10 years and went to the Supreme Court. 

Mr. Lisuman. I have no further questions of Mr. Secrest, Mr. 
Chairman, at this time. But I would like to question Mr. Canavan 
and Mr. Hannah. 

The Cuatrman. Mr. Commissioner, do you have complaints that 
they are not living up to the cease and desist order ? 

Mr. Secrest. Let me say this: I wouldn’t want to go into this pres- 
ent investigation 

The Cuarrman. I donot want you to go into it. 

Mr. Secrest. They can say whether we had complaints or didn’t, 
or why we are into it. 

Maybe that isn’t even proper because we don’t generally, but if I 
comment on what this may show, I am going to have to sit maybe 3 
weeks from now and look over this whole record to see-— 

The CHarrMan. We are not asking you to comment on what it may 
show or what any facts are at all. 

You have just told the committee that you now have an investiga- 
tion underway. 

Mr. Secrest. I have no knowledge. 

The Carman. There must have been some reason for it. 

Mr. Secrest. It was a memorandum for Mr. Hannah, as I recall, is 
why the Commission acted to start the investigation. 

The Cuarrman. I do not want any of you to make any comment 
if it is something pending or underway. 

Mr. Secrest. I don’t know. I can’t say anything, I don’t believe. 
I will if you want me to and disqualify myself from the case. 

The Cuarrman. No. Perhaps you should not have said what you 
did a while ago. 

Mr. Secrest. I don’t think I said anything that would ever dis- 
qualify me on it. 

The Cuarrman. I cannot see any prejudice against anything or re- 
vealing anything at all to just simply answer the questions: “Did you 
have complaints? > or “Did you not have complaints?” 

Mr. Hannan. During an investigation of another matter, another 
concern altogether, we found out that this concern had sold to some 
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of the Northfield interests some stock—some fiber stock—which was 
marked as “Cashmere” when it should have been “Reprocessed cash- 
mere.” 

According to our investigation of this concern, who is under prose- 
cution at the present time, the facts were not clear as to whether or 
not Northfield may have known that it was reprocessed cashmere at 
the time they purchased this stock. It didn’t come to us in the form 
of a complaint. It came to us in the form of our regular investiga- 
tion of another matter, and that is under investigation now to deter- 
mine just what they knew about it at the time they bought it. 

The Cuarman. I don’t think you should make any further com- 
ment about it. 

Mr. Commissioner, the nylon fibers incident was concluded in 
February 1954? 

Mr. Secrest. If my memory serves me, that is correct. 

The CuatrMan. That is what you said in the statement. 

When did you go on the Commission ? 

Mr. Secrest. I went on the Commission September 26, 1954, and the 
other three members here went on after me, because I am senior. 

The CHatrman. Then, of course, you were not there at the time 
of that incident of 1953 which was settled in 1954? 

Mr. Secrest. That is why I have these gentlemen to answer the 
detailed questions. 

The CuatrmMan. However, you were there when the incident the 
following year, in March 1955, was called to the attention of the Com- 
mission ¢ 

Mr. Secrest. Oh, yes, I was on the Commission, certainly. 

The CHatmrMan. You were on the Commission at that time, and you 
participated in the consideration of that case before you which re- 
sulted in the cease and desist order ? 

Mr. Secrest. Complaint was issued July 30, 1956. I certainly 
was at the Commission. 

The Cuatrman. The complaint was issued in 1955; was it not? I 
mean the matter was first brought to attention on March 30, 1955. 

Mr. Secrest. When you say “to attention,” those were staff investi- 
gations, and the people from the staff I don’t remember when—on 
April 17, 1956, the entire record of the investigation was sent forward 
to the Commission, and from that time on, why, of course, the Com- 
mission was completely aware of the investigation. Oh, yes, it went 
to the Bureau of Litigation first, the entire record, and then that was 
assigned April 30, 1956, to a trial attorney. On July 18, 1956, the 
file was sent to the Commission, and 12 days later the complaint was 
issued, after the files reached the Commission. 

The Cuamman. That was what date? 

Mr. Secrest. July 18 the file was forwarded to a Commissioner who 
studied it, making a recommendation. 

The Cuamman. July 18 what year? 

Mr. Secrest. July 18, 1956. 

The CHatrrmMan. 1956? 

Mr. Secrest. Yes. That is when the matter went to the Commis- 
sion. The complaint was issued 12 days after it was sent to the Com- 
mission. 

The Cuarrman. However, the matter started in March 1955? 
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Mr. Secrest. That is when the investigational procedure, which 
was done, of course, at the staff level, was taking place. 

The Cuarrman. That is true, but you say in your statement : 

This problem of fur fibers was discussed at a conference attended by North- 
field officials, the former Chairman of our Commission and his assistant, and 
Chief of our Wool Division on April 14, 1955. 

Mr. Secrest. That, as I recall, dealt with probably the use of gua- 
naco by the time the complaint was issued. 

The CuamrMan. That is at the same time leading up to what action 
was taken here. 

Mr. Secrest. I don’t think that was discussed with the Commission. 
I don’t recall that there was a Commission meeting on the subject. 
All I know is from Mr. Hannah’s memorandum. 

The Cuarrman. You further state here: 

After publication in the Federal Register and a public hearing on the matter, 
the amended rule became effective on May 1, 1955. 

Mr. Secrest. That is right. I know about that. That came be- 
fore the Commission. That was a matter of public record. We con- 
sidered that. However, the only thing I know about a conference is 
from a record that Mr. Hannah made of the conference, in the file. 

The CHatrMan. However, you were a member of the Commission 
at the time this took place ? 

Mr. Secrest. I certainly was, yes. 

The CHarrman. And all of this record was being made and the 
first time it was called to your attention then was 1956? 

Mr. Secrest. Well, to the best of my knowledge. 

I don’t know. That is when the file came to the Commission, 
whenever the file came to the Commission. 

The CuHatrman. Mr. Adams, in his letter to me of June 12, says: 

Early in the spring of 1955 Mr. Goldfine asked me to make an appointment 
for him with Mr. Howrey and discuss the problem under the Wool Labeling 
Act. ThisI did. It was all that I did. 

Did Mr. Howrey at any time inform you or any other member of 
the Commission 

Mr. Secrest. If he did 

The CuarrMan. Just wait a minute now. 

Or any other member of the Commission that he had a call from 
the White House regarding this matter? 

Mr. Secrest. Never informed me—I am positive of that—that he 
had a call from the White House. 

The Cuarrman. Did you know that there had been any inter- 
cession ¢ 

Mr. Secrest. No. No, not in the least did I know it. The first 
I knew it was when these hearings started and I read in the paper 
and I saw Mr. Hanna’s memorandum. That’s the only knowledge 
I had the conference was ever held. 

Mr. Hanna. The memorandum didn’t say anything about Mr. 
Adams. 

Mr. Secrest. No, his memorandum didn’t say anything about Mr. 
Adams because he didn’t know that himself. 

The CuHarrman. I just asked did Mr. Howrey inform you or any 
other member of the Commission that you know of that there had 
been any such intercession ? 
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Mr. Secrest. Not that I know of. 

The Cuarrman. Did you know about the memorandum of January 
4, 1954¢ 

Mr. Secrest. No, of course I didn’t. 

The Cuarrman. You did not know about that? 

Mr. Secrest. Never knew it. 

The Cuarrman. Even though it was part of your records down 
there, you never did have the occasion to see it ? 

Mr. Secrest. I didn’t know it was part of the record, that the 
memorandum was sent to the White House, if that is what you are 
referring to. Which memorandum is it? 

The CHatrman. I hand you this memorandum which was sent to 
me with a letter from Governor Adams. All we want ot know is 
did the other members of the Commission and the staff know about 
this? 

Mr. Secrest. I certainly didn’t know about it. 

The Cuatrman. It is a photostatic copy, but you must have a copy 
of it in your files. 

Mr. Secrest. I would say that was a personal matter. That cer- 
tainly was not a matter acted upon by the Commission, approved 
by the Commission, or that the Commission knew anything about. 
I didn’t know anything about it. That is all I can say. 

The CuHarrMan. It says the Federal Trade Commission. 

Mr. Secrest. I send letters all the time with that same heading, 
if I wrote to this committee or to anybody as long as it is on that kind 
of paper. We all use the same stationery. 

The CuarrMan. You certainly can understand my inquiry. 

Mr. Secrest. I certainly can. 

The Cuatrman. I am trying to find out if the Commission took 
any action showing there was interest. 

Mr. Secrest. Never. I had no idea when we voted the complaint 
that Mr. Adams had ever contacted Mr. Howrey. I know he never 
contacted me. I have seen him only once since I have been at the 
Commission, and that was, I think, the following fall, at a reception 
at the White House when he was in the line, and I shook hands with 
a hundred other people going down the line. To the best of my 
knowledge, I haven’t even seen him out on the street. 

The CHatrman. Mr. Hannah must have known about it because 
his name is mentioned here. 

Mr. Hannan. How is that? 

The CHarrMan. I say you must have known about it because your 
name is mentioned in the letter. 

Mr. Hannan. Congressman, I had no knowledge of any contact 
between Mr. Howrey and Mr. Adams at all. 

When I was called to Mr. Howrey’s office I was called in to discuss 
a problem with Mr. Goldfine. Mr. Howrey didn’t tell me who made 
the appointment. I had no knowledge of that until I read it in the 
paper just the other day, and it is part of Mr. Adams’ statement. 

I did know at the end of our conference in Mr. Howrey’s office 
that Mr. Goldfine rose and asked someone on Mr. Howrey’s staff 
to get Mr. Adams on the phone for him. I knew that. 

The Cuatrman. I think everyone involved here is entitled to have 
that matter cleared up and let the truth speak for itself. 
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This last paragraph is rather significant, and your name is 
mentioned : 

Mr. Hannah advises me that if Northfield will give adequate assurances that 
all their labeling will be corrected, the case can be closed on what we Call a 
voluntary cooperative basis. 

Mr. Hannan. Mr. Harris, Mr. Howrey had my memorandum that 
he requested about the case. It is in the file. At least these gentle 
men have it. It speaks for itself. 

I didn’t discuss with him any way of trying to close the case or 
anything like that. That is his statement, not mine. 

The CuarrMan. He says you gave him this advice. 

Mr. Hannan. He may have concluded that from some facts that 
he obtained by talking with me about the record of investigation, but 
I don’t remember discussing it with him or giving any promise or 
anything like that. 

The CHamman. Have you read this paragraph ? 

Mr. Hannan. Yes, sir, I think—I am not sure. I would like for 
you to read it. I would like to see it. 

The Cuatrman. I will let you read it yourself. The last paragraph 
is rather significant, at a very propitious time. 

Mr. Hannan. Mr. Howrey had gotten from me a memorandum. 
I don’t remember discussing it with him personally other than my 
memorandum, and my memorandum doesn’t suggest anything like 
this, I don’t believe. ‘The memorandum isn’t this memorandum. 

I presume he wrote his memorandum to Mr. Adams on the basis of 
my memorandum, which is here. I have a copy of it. 

Mr. LisuMan. ‘We have a copy of it. Is that your memorandum 
of December 30 that you are referring to? We have several of your 
memorandums. 

Mr. Hannan. Yes, December 30, 

Mr. Lisuman. Of what year? 

Mr. Hannan. Of 1953. 

Mr. Lisuman. You believe that is the memorandum that former 
Chairman Howrey relied on to make the statement that he did in 
that last paragraph 

Mr. Hannan. I feel confident that is the memorandum. 

Mr. Lisuman, That is the memorandum of December 30, 19539 

Mr. Hannan. That was the only information Mr. Howrey had 
about it that 1 know of. 

The Cuatrman. I know, but do you say that you do not consider 
that you so advised Mr, Howrey ? Ts that what you are say ing now! 

Mr. Hannan. Let me get a copy of my memorandum to Mr. How- 
rey, and I don’t think I advised him to that effect. It is a long 
memorandum. It simply sets out 

The Cuarrman. You will be back this afternoon. 

Mr. Hannan. Here it is in my memorandum: 


It is belicved that this further inguiry 





I didn’t know who was prompting Mr. Howrey’s attention, Mr. Chair- 
man, of the matter. It says: 

It is believed that this further inquiry of December 4, 1953— 
He had told me that he had had inquiry. That’s as much as I knew 
about it, and, as a matter of fact, I gathered that he had had the 


in 
m 
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inquiry from the Hill. Whether he said Hill I don’t know, but in 
my memorandum I refer to it fresh on that day. 
The CHatirRMAN. 1957. 
Mr. Hannan. Fresh on that day I refer to it as the Hill. It says: 
It is believed that this further inquiry of December 4, 1953— 


that was my letter to Goldfine asking him for further information 
about the case— 


together with the open declaration of counsel to Northfield that he was bringing 
the matter to the Commission’s attention, prompted Northfield’s contact with the 
Hill. 

The purpose of our further inquiry was to obtain additional evi- 
dence. I was asked to tell Mr. Howrey why we were seeking the 
information, and that’s what I was trying to do. 


Further inquiry was to obtain additional evidence for the Northfield file as 
well as further assurances of correction on which the matter could be disposed 
of on an informal basis. 

I knew what was in the Robert Lawrence file. I had detailed it in the 
memorandum. I knew what we found against Northfield, and I real- 
ized it was just a carry-on of that small percentage of nylon material, 
which was of very little, if any, consequence. 

Mr. Secrest. 1 might add further that I have looked at this date 
of the memorandum to the Honorable Sherman Adams. It is Jan- 
uary 4, 1954, and that is 8 months before I was on the Commission. 
So I certainly couldn’t have known about it. 

The Carman. Wait a minute. 

You do not presume, Mr. Commissioner, that we are going to take 
for granted a memorandum like that went out without a copy of it 
remaining in me files available for the Commission, not only then 
but the next year and the following years 4 

Mr. Secrest. I can say I never saw it, ever. 

The CHairMAN, Just to be sure that we have the correct facts on 
it, and that is all we want, will you look at the record and see if there 
isa copy of that memorandum down there 

Mr. Secrest. Certainly. 

The CuarrmMan. That could have been seen just in case someone 
had become interested 

Mr. Moss. Mr. Hannah, you mentioned some conversations with 
Mr. Goldfine, and I believe Mr. Howrey regarding some of Mr. Gold- 
fine’s problems. Was that a conference in which you participated ? 

Mr. Hannan. I participated in a conference at a much later date, 
Mr. Congressman. This memorandum had nothing to do with the 
conference that was held with Mr. ee absolutely nothing. This 
was on an issue back a year before. I did participate in a conference 
a year later or more, in 1955, at which Mr. Goldfine was present. 

Mr. Moss. That was on additional complaints ? 

Mr. Hannan. That was on a different problem. That was on 
what we refer to as the guanaco problem, where Mr. Goldfine had 
purchased a large amount of guanaco stock from a woolen and fur 
mill up in New England on the representation to him that the fiber 
was guanaco fiber. 

In our investigation of the mill—— 

Mr. Moss. I think we can develop that later. I am interested in 
another part. at the moment. 
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When you participated in that conference were you aware that it 
had been arranged by Mr. Adams? 

Mr. Hannan. Had there been what, sir? 

Mr. Moss. When you participated in that conference were you 
aware that it had been arranged by ras Adams? 

Mr. Hannan. I was not, sir. I didn’t have any idea who made 
the conference. 

Mr. Moss. However, before the meeting was completely over did 
you then have an idea ‘that it had been arranged ? 

Mr. Hannan. I don’t know about an idea, Mr. Congressman. All 
I knew about Mr. Adams was that Mr. Goldfine, at the end of our 
conference, had made the call to his office or had asked Mr. Howrey’s 
girl to make such a call. ‘ 

Mr. Moss. To make such a call, You mean to get Governor Adams 
on the telephone for him ? 

Mr. Hannan. That’s right. 

Mr. Moss. What did he say to Governor Adams? 

Mr. Hannan. As I remember, it w “ something to this effect—now 
whether he spoke to Governor Adams I don’t know. I can’t say who 
was on the other end. 

Mr. Moss. You heard the instructions that Governor Adams be 
gotten on the telephone ? 

Mr. Hannan. To get him, yes; to get Governor Adams on the 
phone. Whether he was on the phone or whether it was a member of 
his office or whether it was somebody in a hotel room I don’t know. 

Mr. Moss. You assumed it was Governor Adams? 

Mr. Hannan. I didn’t have any basis for an assumption. I knew 
that he talked with someone, and he said, “I am going back to either 
Boston or to the hotel,” something like that, and that “I have been 
well received over at the Federal Trade Commission.” 

Frankly, if you want to know what I thought about it, I thought 
perhaps it was just a show, a kind of name- -dropping , as a lot of im- 
pressionists that we have come before us, and I know you gentlemen 
have the same thing, where he wanted us to know that he knew him. 

Mr. Moss. When a man asks a member of the staff to get a specific 
person on the telephone and then takes the telephone and reports to 
him, you assume that it is just name dropping ? 

Mr. Hannan. That happens quite often, Congressman, in the offices 
of regulatory bodies. 

Mr. Moss. Do you know these people ? 

Mr. Hannan. No, sir. They are people who come and will ask 
you to get Senator So-and-so on the phone, or Congressman So-and-so. 
They w rant you to know that they know them. That is the reason they 
do that. 

Mr. Moss. Let’s make the record straight. They didn’t want me 
to know them because they haven’t any occ: asion to doso, I have never 
had the very quick response to my mail from the FTC that was ac- 
corded the request of Doewant Adams. I have never gotten an an- 
swer in the same day; I think rarely in the same week or month, 

Mr. Hannan. Mr. Congressman, I have wanted to tell Mr. Harris 
as to Mr. Howrey’s memors randum. I didn’t know he sent a memoran- 
dum to Mr. Sherman Adams or to anyone else. He didn’t consult me 
on that. 
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Mr. Moss. I havea few more questions for you. 

You did not concur in the recommendation of Mr. Canavan that 
the facts in the Goldfine case be referred to the Department of Justice? 

Mr. Hannan. That is true, sir. 

Mr. Moss. How many times are you called upon to withhold con- 
currence in recommendations of that type from staff attorneys in 
your office ? 

Mr. Hannan. How many times am I called upon? 

Mr. Moss. Yes. 

Mr. Hannan. You mean how many times do we disagree? 

Mr. Moss. No. This is a specific disagreement. I want to hold it 
entirely to this specific type of disagreement. 

Mr. Hannan. No onecalled upon me to disagree at all. 

Mr. Moss. I didn’t ask you who called upon you to disagree. I 
asked how many times have you disagreed. 

Mr. Hannan. We disagreed quite often. 

Mr. Moss. On this type of recommendation, a strong recommenda- 
tion that it be referred to the Department of Justice ? 

Mr. Hannan. We have disagreements on recommendations 

Mr. Moss. I am only interested in this particular type of disagree- 
ment. 

Mr. Hannan. Of this particular type we have had disagreements. 
Mr. Canavan and I have had disagreements; yes sir. 

Mr. Moss. In how many instance es? 

Mr. Hannan. There haven’t been too many in which it has been 
recommended, but we have in more than this one. 

Mr. Moss. How many ? 

Mr. Hannan. Oh, I would list one or two. 

Mr. Moss. Could you supply us with the names of those one or two? 

Mr. Hannan. Yes, if it is proper. 

Mr. Moss. It is perfectly proper. It is necessary for this com- 
mittee to have this information. 

Mr. Secrest. They are checking to see if they can give you a specific 
answer now. 

Mr. Moss. I am not asking that they give it to me now. I want 
them to be very accurate in their response. You can supply this for 
the record. 

Mr. Hannan. I think Mr. Canavan will agree with me that we 
have had—I can give you the names—— 

Mr. Moss. I just want the names. 

The CuatrMAN. You may supply that. 

Mr. Moss. I would like to have the additional information of in 
how many instances the Commission has not concurred in the recom- 
mendation of the project attorney on matters of this type. And I 
would like that for the record at your earliest convenience. 

(The information requested follows :) 

JUNE 26, 1958. 
Hon. OREN Harris, 
Chairman, Special Subcommittee on Legislative Oversight of the Committee on 
Interstate and Foreign Commerce, House of Representatives, Washington, 
D.C. 


DEAR Mr. CHAIRMAN: On page 1638 of the report of proceedings in the hear- 
ing before the Subcommittee on Legislative Oversight on June 16, 1958, Congress- 
man Moss made the following request : 

“I would like to have the additional information of in how many instances 
the Commission has not concurred in the recommendation of the project attorney 
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on matters of this type. And I would like that for the record at your earliest 
convenience.” 

To my knowledge, there have been two instances other than the Northfield 
Mills case wherein the Commission did not concur in the recommendation of 
certain members of the staff that criminal proceedings be instituted under see- 
tion 10 of the Wool Products Labeling Act. They are as follows: 

No. 1. Maz Schwartz et al., Docket No. 6192: In this case the Chief of the 
Division of Investigation recommended that consideration be given to institution 
of criminal proceedings. The Acting Chief of the Division of Investigation and 
Litigation felt there was not sufficient available evidence. On December 2, 1953, 
the Chief of the Wool and Fur Labeling Division agreed with the Acting Chief 
that the evidence in the record would not support a criminal charge. The Com- 
mission agreed with this viewpoint on March 2, 1954. The Commission did issue 
a complaint and a cease and desist order was thereafter taken against respondent. 

No. 2 Glaser & Yoffe, Inc., et al., Docket No. 7149: The project attorney rec- 
ommended proceedings under section 10 of the Wool Act for willful violation 
of the statute. The Commission concluded that complaint should issue, charging 
violation of sections 3 and 9 of the Wool Products Labeling Act and section 5 
of the Federal Trade Commission Act. The Commission deferred such pro- 
ceedings under section 10 and directed that any such proceedings be held up 
until the evidence was developed in connection with the attempt to secure 
a cease-and-desist order. 

If the evidence developed during the course of the proceedings is sufficient to 
support criminal proceedings, the Commission directed that the matter of 
criminal proceedings be reconsidered at the close of the civil proceedings. This 
action was taken on May 8, 1958. 

I am happy to transmit this information. 

Sincerely yours, 


Mr. Moss. That is all. 

The Cuarrman. The committee will adjourn until 2:30 this after- 
noon. 

(Whereupon, at 12:45 p.m., the committee adjourned until 2:30 


p.m., this same day.) 


ROBERT T’. SECREST. 


AFTERNOON SESSION 


The Cuarrman. The committee will come to order. 

Mr. Canavan, will you and Mr. Hannah come back to the witness 
stand? I think just one will be sufficient. 

Mr. Lisoman. Mr. Canavan, at first, and then we will have Mr. 
Hannah secondly. 


TESTIMONY OF CHARLES F. CANAVAN, ACCOMPANIED BY 
HARVEY H. HANNAH—Resumed 


The Cuarrman. Mr. Lishman, you may proceed where we left off 
at noon. 

Mr. Lisuman. Mr. Canavan, do I understand that. it is your testi- 
mony that the only misbranding of guanaco fabric by Northfield 
Mills, Lebanon Woolen Mills, was the consequence of the false repre- 
sentation of the stock sold to these companies as guanaco, which in 
fact. contained only a small proportion of that fiber ? 

Mr. Canavan. According to our files in the investigation of this 
case, all of the so-called guanaco stock had been purchased by North- 
field Mills and the associated mills from a Connecticut dealer in fur 
fibers. 

Mr. Lisuman. Did you havea report from your investigator, Robert 
S. Scott, on this matter? 

Mr. Canavan. Yes, sir. 
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Mr. Lisuman. Do you recall a report that he made dated August 
10, 1955, entitled “Investigation of Northfield Mills, Inc., File No. 
5520583 ?” 

Mr. Canavan. I do not remember specifically that one. There were 
a number of reports that came in. If you have it, I would refresh 
my recollection perhaps. 

Yes, I remember it. 

Mr. Lisuman. May I have the report? I would like to ask you 
some questions about it. First of all, 1 would like to have this report 
included in the record at this point. 

The Cuamman. What is the report? 

Mr. Lisuman. Report of the investigator, Robert S. Scott, to Mr. 
Charles Canavan, Project Attorney in connection with investigation 
of Northfield Mills, Inc. It is dated August 10, 1955, File No. 
5520583. 

The Coarrman. Let it be received. 

(The report referred to is as follows:) 


FEDERAL TRADE COMMISSION, 
August 10, 1955. 
To: Charles Canavan, project attorney. 
From: Robert S. Scott, investigator. 
Subject : Summary—Investigation of Northfield Mills, Inc., file No. 5520583. 


This firm has been the subject of numerous complaints relative to its labeling 
practices. Because of these complaints this office has been collecting samples 
of fabrics manufactured by the mill, for analysis by the National Bureau of 
Standards and for future check through the records of the concern. 

During this investigation five pieces of alleged guanaco fabric were traced 
through the manufacturing records of the concern. Evidence was secured to 
show that all five of the pieces were misrepresented by Northfield Mills and 
were misbranded in the labeling thereof. Swatches of each of these pieces, 
supported by mill labels and purchase invoices, are being held by the Federal 
Trade Commission and can be used in support of a complaint if necessary. 

The five pieces checked are as follows: 

Piece No. 6143 in style No. 6000, sold to Arthur Doctor & Co., a coat 
manufacturer in New York City, was labeled as “60 percent guanaco, 40 
percent wool and other precious fur fibers.”’” The records of Northfield 
Mills showed the actual fiber content of this piece of fabric to be 20 percent 
rabbit hair, 30 percent alleged guanaco (which was not guanaco), and 50 
percent wool. 

Piece No. 5945, style No. 2378, sold to Haber-Levy Co., a New York coat 
manufacturer, was labeled as “70 percent guanaco and other fur fibers, 30 
percent wool.” Records of Northfield Mills showed the actual fiber content 
of this piece of fabric to be 20 percent rabbit hair, 30 percent alleged 
guanaco, and 50 percent wool. 

Piece No. 6068 in style No. 2378, sold to Jack Tirnauer, Inc., a New 
York fabric jobber, labeled as containing 70 percent guanaco, 30 percent wool. 
Records of Northfield Mills show this piece of fabric to be 20 percent rabbit 
hair, 30 percent alleged guanaco, and 50 percent wool. 

Piece No. 5972 in style No. 2378, sold to Habley, Inc., a New York coat 
manufacturer, label as 70 percent guanaco and other precious fur fibers, 
30 percent wool. Records of Northfield Mills, Inc., show the actual fiber 
content of this fabric to be 20 percent rabbit hair, 30 percent alleged 
guanaco, and 50 percent wool. 

Piece No. 5914 in style No. 2378, sold to Habley, Inc., a New York coat 
manufacturer, labeled as 80 percent guanaco and other fur fibers, 20 per- 
cent wool. Records of Northfield Mills, Inc., show the actual fiber content 
of this piece to be 20 percent rabbit hair, 30 percent alleged guanaco, and 
30 percent wool. 

It will thus be noted that all of the foregoing fabrics had the same fiber 
content according to the mill records. The rabbit hair used was angora rabbit 
hair, and the guanaco was not guanaco but a mixture of approximately 15 
percent guanaco with 85 percent other fur fibers purchased from Fur and Wool 
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Mills/Platt Wool Co. in Danbury, Conn. The angora rabbit hair was pur. 
chased from Arthur Darman Co., a very reputable concern. 

It is thus seen that even had the guanaco actually been guanaco the concern 
was misbranding its fabric as follows: 

1. The amounts of fur fibers were overstated as being between 60 and 
80 percent, when they were actually in all cases only 50 percent. 

2. The rabbit hair included in the blend as not named on their labels as 
required by the law at this time. (Rule 8 has not been amended.) 

3. The amount of guanaco present in the blend was not stated, as re 
quired by amended rule No. 8 now, and as was required at that time by rule 
No. 8. 

Your attention is directed to the fact that about 2 years ago Northfield 
Mills were apprehended in mixing nylon with their wools without noting the 
Same on their fiber content labels. Your attention is also directed to three 
swatches of style No. 2442 fabric obtained by this office which accompany 
this report. Piece No. 3804 and piece 7 3817 were obtained by me on May 
24, 1955 at Ashley Fashions Inc., of 265 W. 37th Street, New York City. Piece 
No. 3804 was shipped on May 2. Piece "hte. 3823 obtained by Fred Nash at 
Ashley Fashions on July 27, 1955 was shipped by Northfield on invoice dated 
May 5, 1955. The fiber content of this fabric is given as 15 percent guanaco, 
85 percent wool. 

Mr. Max Bachrach who is retained to test all fibers purchased by Northfield 
since their debacle with Dick Becker (Platt Wool/Fur & Wool Mills) informs 
me that they have purchased no guanaco. If this is so, then these low content 
guanaco fabrics are misbranded and have been misbanded and shipped after 
the firm was apprised of the actual content of what they bought for guanaco. 

It is my intention to make a recall on Northfield Mills to check these pieces 
through their records. Unless directed otherwise I shall do this in September 
1955. I think that in the interim prior to this we should endeavor to obtain 
swatches of their other blends for checking through the records of the concern, 
I have discussed this matter with Mr. Hannah during his visit to New York 
and he is in accord with this procedure. 

I feel that the results of the past investigation at Northfield Mills Ine, 
indicate that a complaint should be issued against that concern for misbrand: 
ing. If this future call shows a positive result I think that an order positively 
should be sought against the firm. 

Respectfully submitted. 

Rosert 8S. Scort, Investigator. 

Mr. Lisuman. Now isn’t it a fact that Mr. Scott, the investigator, 
reported contrary to the understanding I have just given of your 
testimony. 

Mr. Canavan. I do not think I understand your question. 

Mr. Lasuman. I asked you at first whether I understood your testi- 
mony to be that the only misbranding of guanaco by Northfield Mills 
in Lebanon was because of the fact that they had received stock which 
had been falsely represented to them by their supplier, and you 
answered “Yes.” 

[ asked you if that is correct or not. 

Mr. Canavan. I misunderstood what you were trying to get at. 
The only source of supply was this Connecticut mill that I spoke 
of, the Connecticut dealer, and as I understand it, all of the fabrics 
that were made up by Northfield and the related mills were made 
from these fur fibers. 

Now I think at some time you have in the record there, at some 
time around the middle of 1955 Mr. Scott called on the Connecticut 
firm and found that they had misrepresented this stock, and he sug- 
gested to them that they would notify their customers, which they 


did. 
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Mr. Lisuman. In this report from Mr. Scott he states in relation 


to Northfield Mills: 


This firm has been the subject of numerous complaints relative to its labeling 
practices. 

Then later on he refers to five pieces which had been checked and 
with respect to that he states: 

Piece No. 6143 in style 6,000 sold to Arthur Doctor Co., a coat manufacturer 
in New York City was labled as “60 percent guanaco, 40 percent wool and other 
fibers.” The report of Northfield Mills shows the actual fiber content of this 
piece of fabric to be 20 percent rabbit hair, 30 percent alleged guanaco (which 

yas not guanaco) and 50 percent wool. 

Now how was this mislabeling attributable to some false repre- 
sentation which had been made to Northfield by its supplier? Wasn’t 
this a misrepresent: ition by Northfield itself? 

Mr. Canavan. I think you misunderstand what went on here, Mr. 
Lishman. The Northfield Mills bought some so-called guanaco fibers 
from this Connecticut firm, and they took that fur fiber, which was 
sold to them as guanaco, and they mixed it with 20 percent rabbit 
hair and they also mixed it with wool, and they came out with a re- 
sulting fabric that was not what they labeled it, “but you see it was not 
only this so-called guanaco; they mixed other fibers with the material 
in order to make up the blend for their yarn and their fabric. But the 
guanaco, the so-called guanaco contained very little guanaco. 

Mr. O’Hara. What is guanaco? 

Mr. Canavan. Guanaco is a South American animal that is quite 
rare. In fact there are four South American animals. 

There is a llama, the vicuna, the guanaco, and the alpaca, which are 
very closely related. 

They are distant cousins of the camel. 

The Cuarrman. Of the camel ? 

Mr. Canavan. Of the camel. They are in the same family as the 
camel. 

Mr. O’Hara. But much smaller. 

The Cuarrman. They must be quite a distance. 

Mr. Canavan. They are, but the zoologists tell us that they are 
the same distant cousins. Two of the animals, the guanaco and the 
vicuna are wild animals, while the alpaca and the llama are domesti- 
cated, and in order to get this vicuna and guanaco fleece or fur fiber, 
they have to kill the animals. The others are sheared. 

Mr. Lisuman. Mr. Canavan, isn’t it a fact that Mr. Scott reported 
that even had the guanaco content actually been in there as allegedly 
misrepresented to ‘Northfield, nevertheless Northfield was still mis- 
branding its fabrics in the following manner, and I will read from 
Mr. Scott’s report. 

Mr. Canavan. That is correct; that is correct. 

Mr. Lisuman. I will read what he states: 

There were misbrandings as follows: (1) The amounts of fur fibers were 
overstated as being 60 and 80 percent when they were actually in all cases only 
50 percent; (2) the rabbit hair included in the blend was not named on their 
labels as required by law at this time. 

Mr. Canavan. That is true. 

Mr. LisHMAN (reading) : 


The amount of guanaco present in the blend was not stated as required by 
amended rule 8 now and was required at that time by rule 8 
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The trouble here, then was not merely some misrepresentation of 
the supplier of the Stockton outfit so much as it was Northfield’s own 
mislabeling, is that correct? 

Mr. Canavan. That is right. It was a combination of the two. 

Mr. Lisuman. When were you assigned as project attorney to in- 
vestigate Mr. Bernard Goldfine and his companies, Northfield, Strath- 
more, and Lebanon ? 

Mr. Canavan. I have lived with these companies more or less in a 
business sort of way. Before [ became a project attorney I was a 
member of the staff of the Wool Division, and since I first came with 
the Commission, I can’t tell you when I initially went into the North- 
field Mills, but from time to time I have had some—since I came with 
the Commission I would say that I probably had something to do with 
it. I think the first time that we had other than an inspection of the 
Northfield Mills, it was nothing previous to that time to run a full- 
fledged investigation on them. 

The first time was about the time that the nylon appeared back in 
1953. Our inspections prior to that indicated that their practices 
were all right. 

Mr. LisumMan. Have you ever had occasion to investigate George’s 
Woolen Mills in Maine? 

Mr. Canavan. No, sir. 

Mr. Lisuman. How long have you been with the Commission ? 

Mr. Canavan. I came with it December 1, 1946. 

Mr. Lisuman. Is it a fact in 1948 there was an FTC investigation of 
George’s Woolen Mills in Maine? 

Mr. Canavan. I believe so. At that time I was an investigator on 
the road. Idid not have anything to do with it. 

Mr. Lisuman. Is not that company also owned and controlled by 
Mr. Bernard Goldfine ? 

Mr. Canavan. I am not too familiar with George’s Mills, but I un- 
derstood it was owned and controlled by a brother of his. 

Mr. Lisuman. In connection with your work involving Northfield, 
Strathmore, and Lebanon as project attorney, did you receive reports 
from FTC investigators from time to time? 

Mr. Canavan. I did. 

Mr. Lisuman. Did you receive reports from investigators other 
than Mr. Scott? 

Mr. Canavan. Yes, sir. 

Mr. Lisnman. And did you receive such investigatory reports from 
Mr. Buckmaster ? 

Mr. Canavan. I did. 

Mr. Lisuman. Do you know of how many of such reports you had 
from these investigators concerning Northfield or Strathmore or 
Lebanon ? 

Mr. Canavan. I can’t tell you exactly, three or four perhaps. 

Mr. Lisuman. And do you recall the ‘substance of these re ports? 

Mr. Canavan. More or less, yes. 

Mr. Lisuman. Will you please state what you recollect to be the sub- 
stance of these reports? 

Mr. Canavan. Mr. Buckmaster had called on Northfield Mills back 
in 1953 at the request of the Wool Division to check on some fabrics 
that had been questioned by, I believe, our own investigators, inspec- 
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tors, and there may have been, I believe there were one or two outside 
complaints concerning them. 

At that time, as I recall it, the question was cashmere. 

Mr. Lisuman. Mr. Canavan, I have before me a memorandum by 

ou to Mr. Hannah dated September 2, 1953, in connection with the 

uckmaster report, and 1 would just simply like to read into the re- 
port what your comment was at that time: 

These facts taken from the report of Inspector Buckmaster along with the 
previous suspicions of this office, causes the undersigned to believe more firmly 
that Northfield Mills, Inc., are misbranding their cashmere fabrics. 

However, due to the fact that we have no specific evidence of misbranding, it 
is recommended by the undersigned that this matter be closed for the time being 
and a reinspection of the mill be made at some future date when our fieldmen 
are in the vicinity of Northfield, Vt. 

I will show you this so that you may verify it. 

Mr. Canavan. I remember it, sir. 

Mr. LisHMaAn. Do you recall whether or not the FTC investigators 
at some future date did go back to the mill in Northfield, Vt., and 
verify whether or not there was a misbranding ¢ 

Mr. Canavan. I think that that problem kind of ran into the 
guanaco. 

These mills produce fabrics at a certain time of the year for the 
cutting trade in New York. 

For instance, their winter fabrics will be made up some time in 
the spring or early summer, shipped to New York and cut so that 
the garments reach the trade in the late summer and early fall. 

If you go into a mill on an off season, why you don’t learn very 
much, because the thing is pretty well closed down. Before someone 


got back up to Northfield Mills, we had additional complaints of the 
guanaca fabric and one investigation ran into the other. 

Mr. Lisuman. Now, Mr. Canavan, I have before me a report dated 
March 3, 1955, from Investigator Scott to Mr. Hannah, and I assume 
you may be familiar with this report, and on page 2 the investigator 
states : 


It is recommended that if we have not already initiated such action, that an 
investigation of Northfield Mills be made relative to their manufacture and 
sale of their guanaco fabrics. 

Mr. Canavan. That bears me out that one investigation ran into 
the next. 

Mr. Lisuman. Now I have here a field report to the FTC from Mr. 
Scott dated January 21, 1955, re Goldfine & Niedner, Inc., misbrand- 
ing of specialty fiber products, and it involves Lebanon, Northfield, 
and George’s River Mills. 

In the course of this report apparently there had been misbranding 
here according to the report. 

Mr. Canavan. What isthe date of that, sir? 

Mr. Lisuman. January 21, 1955, and Mr. Scott, the investigator, 
states: 

Mr. Goldfine now advises me that the fabric was not supposed to be represented 
as containing 60 percent guanaco. He stated that the fabric has been mis- 
labeled accidentally at their mill. 


I pointed out to Mr. Goldfine that two widely separated shipments to two 
different customers had been labeled in this manner. 
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Now I understand, and is it correct, that with relation to another 
Northfield Mills matter involving nylon the explanation given to the 
Commission was that that was an accident as well? Is that correct? 

Mr. Canavan. I think the previous one was, their excuse was that 
they did not understand the requirements of the act. 

Mr. Lisoman. Now asa result of your own study of the operations 
or the labeling practices of misbranding practices of Northfield, 
Strathmore, and Lebanon, and the reports that you were rec eiving 
from the investigators of FTC, did you finally make a report and 
recommendation concerning the matter ? 

Mr. Canavan. I did. 

Mr. Lispman. And was the date of that report March 13, 1956? 

Mr. Canavan. Yes, sir. 

Mr. Lisoman. This is a rather lengthy report, but I would like to 
have this report, signed by Mr. Canavan, included in the record at 
this point. Itisa report in file No. 5520583. 

The Cuarrman. Lat it be received. 

(The report referred to is as follows :) 


OFFICE MEMORANDUM—U.S. GOVERNMENT 


FeperaL TRADE COMMISSION, 
March 18, 1956. 
To: Bureau of Litigation. 
From: Bureau of Investigation. 
Subject: Application by the Federal Trade Commission for issuance of a com- 
plaint versus Northfield Mills, Inc., et al., file No. 5520583. 


Respondents.—Northfield Mills, Inc., a duly established corporation under the 
laws of the State of Vermont, Lebanon Woolen Mills Corp., a duly established 
corporation under the laws of the State of New Hampshire, and Strathmore 
Woolen Co., a duly established corporation under the laws of the Commonwealth 
of Massachusetts, Bernard Goldfine, treasurer of Northfield Mills, Inc., president 
and treasurer of Lebanon Woolen Mills Corp., and Strathmore Woolen Co., Frank 
H. Bussiere, agent-manager of Northfield Mills, Inc., Bernard Casey, agent- 
manager of Lebanon Woolen Mills Corp., Horace Maxwell Goldfine, manager of 
Strathmore Woolen Co., and fiber stock buyer for all of the Goldfine mills, and 
Solomon Goldfine, manager of Goldfine, Niedner, Beer & Roger, New York, N.Y., 
the successor to Goldfine & Niedner, Ine. 

Commodity—Northfield Mills, Inc., and Lebanon Woolen Mills Corp. are 
manufacturers of woolen fabrics, and Strathmore Wool Co. and Goldfine & 
Niedner, Inc., are the Boston and New York selling agents, respectively, of the 
aforementioned woolen mills. 

Charge.—Misbranding of wool products under the Wool Products Labeling Act 
of 1939, and the rules and regulations promulgated thereunder, and false and 
misleading representations under the Federal Trade Commission Act. 

Statement of charges.—In November 1953, ————- ——_—-, of New York, com- 
plained of a coat purchased at Lord & Taylor’ 8, a New York men’s store, labeled 
and represented as “Loomed of fine lamb’s wool and rare vicuna” and ‘100 per- 
cent wool * * * WPL 1196” (the registered identification number of Leopold 
Morse Co. of Boston, Mass.). The complainant stated he had analyzed the fabric 
in the complained-of coat and found it contained 88.1 percent animal fibers, 11.9 
percent nylon. 

This matter was referred to M. L. Ott, the representative of the Wool, Fur, 
and Flammable Fabrics Division in Boston for further investigation. Mr. Ott 
called at the address of Leopold Morse Co. on November 5, 1953, and found that 
this firm was no longer in business. However, it was found that the successor 
of Leopold Morse Co. and the manufacturer of the c¢ omplained of coat was Robert 
Lawrence, Inc. The investigation disclosed that the fabric in the questioned gar- 
ment had been supplied to the Boston manufacturer by Northfield Mills, Inc., as 
style 2096-6500 and was labeled as “90 percent wool, 10 percent vicuna” without 
showing a required name or registered identification number. 
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Mr. Ott called at the Boston office of Northfield Mills, Inc., and the misbrand- 
ing was acknowledged. It was claimed that the misbranding was the result 
of misconstruing the Wool Products Labeling Act. 

A second complaint was received about this time by the Wool Division concern- 
ing the labeling of garments manufactured by Stratbury Manufacturing Co. of 
Galion, Ohio, as “10 percent vicua, 90 percent wool.” Mr. B. M. Buckmaster, an 
investigator with the Wool Division, called on the Ohio manufacturer on Novem- 
per 20, 1953, and found that this firm was also using Northfield Mills, Inc., fabric, 
range 1005 labeled “10 percent vicuna, 90 percent wool.” The false fiber con- 
tents of this material had been confirmed by correspondence, purchase orders, and 
on woven labels supplied to the Stratbury Manufacturing Co. for use on its 
garments by Northfield Mills, Ine., through Goldfine & Niedner, Inc. 

According to the president of Stratbury Manufacturing Co. he had received a 
complaint from ————- ---——, a few days previous to the investigator’s call to 
the effect that the fabric in the questioned garments contained ‘10 percent nylon.” 
The matter of the fiber contents of the Northfield material was taken up by this 
frm with Goldfine & Niedner, Inc., the selling agents, and Mr. Goldfine of that 
office admitted there was nylon in the fabric. 

At the time of Mr. Buckmaster’s visit all of the fabric was being made ready 
to be returned to the supplier. A sample of the cloth style 1005-922, taken from 
piece 1392 is identified as “Joseph Schnelker Physical Exhibit 1,” and attached to 
it is the mill tag showing the contents as “10 percent vicuna, 90 percent wool.” 
Photostatic copies of the memorandum of order, and the confirmation of order, 
invoices, and all correspondence pertaining to this fabric in the files of Stratbury 
Manufacturing Co. have been made a part of Mr. Buckmaster’s report. 

This misbranding incident was closed by correspondence with Nothfield Mills, 
Inc., after the said company assured the Commission that the fabrics were being 
relabeled. A report of the matter was made to Commissioner Edward F. Howrey 
of the Federal Trade Commission by Harvey H. Hannah, Chief, Division of 
Wool, Fur, and Flammable Fabrics, in a memorandum dated December 30, 1953. 

In June 1954 ——- ——., a ladies’ coat manufacturing firm in New York City, 
complained about coats manufactured by a San Francisco competitor which were 
labeled as “100 percent cashmere.” Mr. Kerper G. Propert of the San Francisco 
office, was assigned to the matter, and he called on the California manufacturer, 
Morris Goldman Maufacturing Co., Ltd., on August 3, 1954, in regard to the 
coats complained of by -——-—- ———— and also relative to coats questioned by 
the Wool Division representative in Dallas, Tex. 

Mr. Propert found that the San Francisco manufacturer was using fabrics 
from several sources and obtained three sample swatches of material, including 
“Goldman Exhibit D,” labeled “100 percent camel hair,’ which had been pur- 
chased from Brookshire Woolen Co. of Los Angeles, Calif., and “Goldman Exhibit 
F,” labeled “75 percent wool, 25 percent camel hair” which had been received 
from Maxwell Shapiro Woolen Co. of Boston, Mass. These swatches of material 
were turned over to the Commission laboratory for analysis and the laboratory 
technician reported that “Goldman Exhibit D” contained approximately 65 to 75 
percent camel hair and from 30 to 35 percent wool, while “Goldman Exhibit F” 
contained approximately 90 percent wool, 10 percent cashmere, with no camel 
hair apparent. “Goldman Exhibit E” from another source appeared to be prop- 
erly labeled. 

The matter of the Brookshire Woolen Co. fabric was referred to Edwin H. 
Anderson, the repersentative of the Wool Division in Los Angeles, Calif., and on 
September 22, 1954, Mr. Anderson called on this firm. The questioned fabric 
swatch obtained at Morris Goldman Manufacturing Co., Ltd., in San Francisco 
identified as “Goldman Exhibit D”’ was from fabric style 81, piece No. 3955 
labeled as “100 percent camel hair.’ Mr. Anderson found that the Brookshire 
Woolen Co. was the selling agent for Lebanon Woolen Mills Corp., and the 
questioned material was from this mill, fabric style 81 and labeled by the manu- 
facturer as ‘100 percent camel hair.” 

The matter of the fabric received by Morris Goldman Manufacturing Co., Ltd., 
from Maxwell Shapiro Woolen Co. of Boston, Mass., was referred to Mr. Ott in 
that city. The Commission investigator called on Maxwell Shapiro Woolen Co., 
a piece goods jobber, on August 19, 1954. The piece of fabric obtained in San 
Francisco, style 1875-2 from piece 7803, had been purchased by the Boston piece 
goods jobber from Strathmore Woolen Co. also of Boston, and one of the proposed 
respondent firms. The records of the Boston jobber showed the goods were 
represented to him as 75 percent wool, 25 percent camel hair. 
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The New York office was alerted in October 1954 to be on the lookout for 
garment manufacturers using fabrics of the proposed respondent firms and to 
obtain sample swatches of material for test purposes. 

On October 27, 1954, as the result of an advertisement in the New York paperg 
by R. H. Macy Co. offering “100 percent pure cashmere coats” for the low price 
of $48.88, Mr. Scott of the New York office called on the said department store 
to look into the matter. It was found that the fabric used in the advertiged 
coats had been bought by R. H. Macy Co. at $10 a yard from Lincolnshire Fabrics, 
Ltd., another firm associated with the proposed respondents. The fabric wag 
labeled “100 percent cashmere” on Northfield Mills, Inc., fiber content tags and 
the style was set forth as 2082-1012. A sample swatch of the material was taken 
from piece 3179 together with the fiber content tag and a photostatic copy of 
the invoice covering the material from Lincolnshire Fabrics, Ltd., to R. H. Macy 
Co. The Commission laboratory, however, agreed with Macy’s bureau of stand- 
ards that this fabric was in fact all cashmere. 

On November 22, 1954, Elzie C. Morris, an investigator assigned to the New 
York Office, who was working on wool matters called at Haber-Levy, Ine., a 
ladies’ coat manufacturer in New York City, as a result of observing coats mant- 
factured by this firm and advertised by Oppenheim Collins, a New York depart. 
ment store. The coats were represented as “80 percent guanaco, 20 percent 
wool” and the price was $88. An inspection of the manufacturer’s plant dis. 
closed Northfield Mills, Inc., fabric style 2378 had been used in the questioned 
coats, and two swatches of the material together with the fiber content tags 
attached to the piece goods were obtained for analysis. 

The first swatch identified as “Levy Exhibit 1,” in style 2378-1684, taken from 
piece 5972 was labeled “70 percent guanaco, 30 percent wool and other precious 
fur fibers.” The second swatch identified as “Levy Exhibit 2’? was shown as 
style 2378-1694, piece 5914 and was labeled as “80 percent guanaco and other 
fur fibers.” Mr. D. Levy, who was interviewed, stated that all of his coats 
containing guanaco had been manufactured from Northfield Mills, Inc., fabrics, 

The informant declared a swatch of the “80 percent guanaco and other fur 
fibers” fabric had been submitted to the United States Testing Co., Inc., for 
analysis and the laboratory report disclosed the material contained ‘66 per- 
cent guanaco, 34 percent wool.” <A copy of this report is attached to Mr. Morris’ 
report. 

“Levy Exhibit 1” has been examined by the Commission laboratory and found 
to contain approximately 35 percent wool, 15 percent raccoon, 15 percent muskrat, 
15 percent rabbit hair, 10 percent guanaco, and 10 percent unidentified fur scraps 
and fibrillae.” “Levy Exhibit 2” has also been analyzed by the Commission 
laboratory and found to contain approximately 40 percent wool, 15 percent rabbit 
hair, 15 percent muskrat, 15 percent guanaco, 4 percent raccoon, 4 percent beaver, 
2 percent cashmere, and 5 percent unidentifiable fur fiber scraps.” 

Also made a part of this field report is a copy of another analysis report of 
the United States Testing Co., Inc., given to Mr. Morris by Jack Grodowitz, an 
officer of Jay Gee Fabrics, Inc., who stated the tested fabrics were taken from 
two coats purchased by him at Oppenheim Collins labeled as “70 percent guanaco 
and other precious fur fibers, 30 percent wool.” The coats were said to have 
been manufactured by Habley, Inc., an associate corporation of Haber-Levy, Ine. 
The Jack Grodowitz report of analysis showed the fabrics in the Habley, Inc, 
coats to contain “51 percent wool, 39 percent guanaco, 10 percent fur fibers” and 
“50 percent wool, 30 percent guanaco, 11 percent fur fibers,” respectively. 

Mr. Morris called on Londonderry, Inc., a ladies’ coat manufacturer in New 
York, on January 12 and 13, 1955. This firm, it was found, had received a 
quantity of the so-called guanaco blend fabrics from Northfield Mills, Inc. Some 
of this material was on hand at the time of the inspection and a sample swatch 
of fabric style 6000-1592 was taken from piece 6115. Also obtained at this time 
was the Northfield Mills fiber content tag attached to the goods showing the 
contents as “60 percent guanaco, 40 percent wool and other precious fur fibers.” 
A copy of the invoice No. 475 dated November 11, 1954, covering the piece from 
which the sample swatch was taken is attached to the Commission investigator's 
report. This swatch of fabric, identified as “Schechter Exhibit 1,” has been 
tested in the Commission laboratory and is reported to contain approximately 
70 percent wool, 20 percent rabbit hair, 10 percent other unidentifiable fibrillae 
with small traces of guanaco. 

Robert 8S. Scott, another investigator in the New York office assigned to the 
wool investigations, called on Arthur Doctor Co., a ladies’ coat manufacturer 
in New York on January 13, 1955. This firm also was found to be using North- 
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field Mills, Inc., fabric and a swatch of material style 6000-1694 was taken from 
piece 6143 which was labeled ‘60 percent guanaco, 40 percent wool and other 
precious fur fibers.” The piece goods tag attached to the bolt from which the 
sample was taken and the invoice covering the same dated December 29, 1954, 
are made a part of Mr. Scott’s report. This swatch identified as “Arthur Doctor 
Physical Exhibit A,” was submitted to the Commission laboratory and the 
analysis report indicates that it contains approximately 60 to 70 percent wool, 
30 to 40 percent rabbit hair with a few scattered traces of what could be 
guanaco. 

On January 21, 1955, Mr. Scott called on Goldfine & Niedner, Inc., in New 
York City to obtain information relative to the style numbers and fiber contents 
of the various fabrics the Goldfine mills were making. Mr. Solomon Goldfine, 
the manager of the office, was interviewed and he said he had learned that the 
Federal Trade Commission was picking up samples of the Northfield Mills 
fabrics, and inquired as to the reason for the investigation. It was explained 
to Mr. Goldfine that the Commission was suspicious of the fiber contents of the 
high percentage guanaco fabric. Mr. Goldfine admitted at this time that the 
fabric was not in fact 60 percent guanaco, and stated that a mistake had been 
made at the mill. 

Mr. Scott in pursuance of this investigation called on Habley, Inc., of New 
York City, a manufacturer of ladies’ coats on February 25, 1955. The reason 
for this eall was a complaint of a competing manufacturer concerning the label- 
ing of the Habley coats alleged to contain guanaco. Some of the compiained-of 
coats had been made of Northfield Mills, Inc., fabric, and Mr. Seott found 15 
pieces of the material in stock. A sample swatch of the cloth identified as 
“Levy Physical Exhibit A” in style 2378-1578 was taken from piece 5945 labeled 
as “70 percent guanaco and other fur fibers,” and forwarded with Mr. Scott’s 
report to the Washington office. 

“Levy Physical Exhibit A” has been examined by the Commission laboratory 
and found to contain approximately 25 percent wool, 25 percent rabbit hair, 
20 percent guanaco, 15 percent muskrat, 10 percent raccoon, and 5 percent un- 
identifiable fur fiber scraps. 

On March 1, 1955, Mr. Scott called back on Habley, Inc., and obtained records 
pertaining to the questioned fabrics which were not available on his previous 
visit. Mr. Scott’s report of this call lists the invoices, the dates, and the yardage 
of all of the guanaco blend fabrics purchased by the New York manufacturer 
from Northfield Mills, Ine. 

In the course of an inspection of Stern Bros., a large department store located 
in New York City, about this time, a Federal Trade Commission inspector ob- 
served coats labeled as “70 percent guanaco and other precious fur fibers 30 
percent wool’ which he questioned. The manufacturer of the questioned coats 
was Denise Originals, Inc., of New York City, and on March 15, 1955, Fred M. 
Nash, Jr., of the New York office, called on this firm. It was found that the 
questioned coats observed at Stern Bros, had been made from Northfield Mills, 
Ine., fabric style 2378-1694 which had been purchased through Jack Tirnauer, 
Inc., of New York City, a fabric jobber. A sample swatch of this material 
labeled as “70 percent guanaco, 30 percent wool” was taken from piece 6068, 
ease No. 30507, and is identified as “Green Physical Exhibit A.” The North- 
field Mills, Inc., fiber content tag taken from the bolt of fabric is made a part 
of Mr. Nash’s report. In this report Mr. Nash makes reference to a report of 
analysis of the material by Max Bachrach, a fur consultant in New York City, 
who reported this fabric did not have any guanaco present. 

On March 23, 1955, Mr. Bachrach notified Northfield Mills, Inc., by letter, a 
copy of which is made a part of this file, that fur fibers present in the material 
style 2378-1568 amounted to 22.3 percent and included small amounts of raccoon, 
beaver, Australian opossum, fox, mink, and muskrat. A later report broke 
down this fabric completely, but failed to show any guanaco present. See letter 
dated March 28, 1955, to Robert S. Scott, attached to Mr. Scott’s memorandum to 
Harvey H. Hannah, dated May 19, 1955. 

In order to trace back some of the swatches of material that had been ob- 
tained in New York, Mr. Scott called on Northfield Mills, Inc., on April 6, 1955, 
and interviewed William Riddle, the plant superintendent, Jack fields, the assist- 
ant superintendent, and Frank H. Bussiere, the mill agent. Mr. Scott was 
informed that the officers of Northfield Mills, Inc., were Myer Slobodkin, presi- 
dent, Bernard Goldfine, treasurer, and Fletcher Joslan, clerk. The officers of 
Strathmore Woolen Co., were said to be Bernard Goldfine, president and treasurer, 
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and Kate Bloomberg, clerk. The officers of Lebanon Woolen Mills Corp., were 
represented as Bernard Goldfine, president and treasurer, and Franklin Hollis, 
clerk. 

Northfield Mills, Inc., according to the informant, were said to produce almost 
a million yards of fabric a year. Samples of the various fur fibers in stock 
were taken by Mr. Scott and forwarded with his report together with other per. 
tinent documents pertaining to the exhibits. ‘Northfield Exhibits 1 and 2” at. 
tached to Mr. Scott’s report of his investigation at this plant on April 6, 1955, 
are compilations of purchases of fur fibers by the subject mill. Mr. Riddle and 
Mr. Field were asked the style numbers and contents of the fabrics made by 
this mill containing fur fibers and they replied style 2378, “60 percent fur fibers, 
40 percent wool”; style 2314, 15 percent fur fibers, 85 percent wool; style 2439, 
15 percent fur fibers, 25 percent wool; style 2436, 20 percent fur fibers, 80 per. 
cent wool.” All of these fabrics had in the past been labeled as guanaco. Four 
other fabrics containing blends of cashmere, alpaca, seal hair and wool were 
also listed in the report. 

A check of the shipping records disclosed that 425 pieces of fabric style 2378 
had been shipped with the fur fiber content designated as ‘60 percent guanaco” 
or “guanaco and other fur fibers.” Approximately 450 pieces of fabric style 
2314 were shipped with the fiber content disclosure of “15 percent guanaco, & 
percent wool.” It was learned that fabric style 2442 was the same fabric as 
2314 and all of this style had been sold to Ashley Fashions, Inc., of New York 
City. Style 2378 was sold mostly to Londonderry, Inc., and Habley, Inc., and 
style 2378 was the 1954 number of style 6000 which was currently being sold. 
The records further disclosed that about 800 pieces of fabric style 2400 with 
alleged contents of “10 percent guanaco, 90 percent wool” had been shipped mostly 
to Ashley Fashions. 

The blending records for five of the exhibits picked up by the New York 
office were checked and copies of these records are made a part of Mr. Scott’s 
report. 

1. “Arthur Doctor Exhibit A” obtained at Arthur Doctor Co., in New York 
City on January 138, 1955, labeled as “60 percent guanaco, 40 percent wool and 
other precious fur fibers” was followed back. This swatch of material style 
6000-1694, taken from piece 6143, had been shipped to Arthur Doctor Co. on an 
invoice dated December 29, 1954. The blend records of Northfield Mills, Inc, 
showed the true contents of this fabric as 50 percent wool, 20 percent angora 
rabbit hair from Arthur I. Darman Co., Inc., of Woonsocket, R.I. and 30 percent 
natural guanaco from Platt Wool Corp., of Danbury, Conn. A complaint has 
been issued against the Platt Wool Corp., Inc., for misrepresentation of its 
fur fiber stock including the so-called guanaco used in the Northfield Mills, 
Inc., fabric. (See docket 6505.) This fabric had been analyzed by the Com- 
mission laboratory and found to contain only a trace of guanaco hair. 

2. “Levy Exhibit A” obtained at Habley, Inc. of New York City on February 
25, 1955, labeled as “70 percent guanaco and other fur fibers’ was checked. This 
swatch of material style 2378-1578, taken from piece 5945 was shipped to Habley, 
Ine., on invoice 19087 dated September 15, 1954. The Northfield Mills, Ince, 
records showed this piece of goods contained 50 percent wool, 20 percent rabbit 
hair from Arthur I. Darman Co., and 30 percent guanaco from Platt Wool Corp. 
This exhibit has since been analyzed by the Commission laboratory and found 
to contain approximately 20 percent guanaco. 

3. “Green Exhibit A” obtained at Denise Originals, Inc., of New York, on 
March 15, 1955, labeled as “70 percent guanaco, 30 percent wool” was run back 
in the records of the said mill. This exhibit was taken from piece 6068 of style 
2378-1694. The mill records of Northfield Mills, Ine., showed the fabric to 
be 50 percent wool, 20 percent rabbit hair and 30 percent natural guanaco. 
The rabbit hair and guanaco fibers were supplied by the same sources as those 
in the previous lots. This fabric has since been analyzed by the Commission 
laboratory and found to contain about 10 percent guanaco. 

4. “Levy Exhibit 1” obtained at Habery Levy, Inc., of New York City on No- 
vember 22, 1954, had been received from Northfield Mills, Inc., on invoice 19114 
dated September 27, 1954, and was labeled as “70 percent guanaco, 30 percent 
wool and other precious fur fibers.” This exhibit was followed back through 
the records of the mill, and piece 5972 in style 2378-1684 from which the swatch 
was taken showed that the blend was 50 percent wool, 20 percent angora rabbit 
hair and 30 percent natural guanaco. The fibers had been purchased from the 
same sources as mentioned previous. 
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5. “Levy Exhibit 2” represented as “80 percent guanaco, 20 percent wool, and 
other precious fur fibers’ was also followed back through the mill records. The 
exhibit had been taken from piece 5914 of style 2378-1697 and like the others, 
was shown to be blended of 50 percent wool, 20 percent angora rabbit hair and 
30 percent of the so-called guanaco. Levy exhibit 2 was later examined in the 
Commission laboratory and was found to contain about 15 percent guanaco. 
The rabbit hair had been purchased from Arthur I. Darman Co., Inc., and the 
guanaco from Platt Wool Corp. The exhibit swatch was part of the fabric 
shipped by Northfield Mills, Inc., to Haber-Levy, Inc., on invoice 19050 dated 
September 2, 1954. 

On his return trip from New Hampshire, Mr. Scott called at the Boston office 
of Northfield Mills, Inc., located at 35 Kneeland Street, Boston, Mass., and Mr. 
Horace Maxwell Goldfine, manager of Strathmore Woolen Corp. and buyer of the 
fiber stock for Northfield Mills, Ine., and Lebanon Woolen Mills Corp. was 
interviewed. Mr. Goldfine is a son of Bernard Goldfine, the principal stock- 
holder of the proposed respondent corporations. It was pointed out that he 
did not hold any corporate office, but according to Mr. Scott, he exercises con- 
trol, and has a voice in formulating the policies of these firms. Mr. Goldfine, 
who appears to be his father’s right-hand man, informed the Commission in- 
vestigator that all of the guanaco stock used by Northfield Mills, Inc., had been 
purchased from Platt Wool Corp., of Danbury, Conn. 

Mr. Scott pointed out to his informant that the misbranded fabrics would 
have to be relabeled, which Mr. Goldfine agreed to do. He would not, however, 
promise the Commission investigator that customers who had already received 
the misbranded fabrics would be informed of their true contents. Later infor- 
mation obtained by the Commission investigators in New York City disclosed 
that these customers were not advised of the true fiber contents of the goods. 
The matter of the rabbit hair in the fabric was discussed by Mr. Scott with 
Mr. Goldfine, and he stated that he did not wish to disclose the rabbit hair 
on the fiber content tags. 

On April 14, 1955, Bernard Goldfine and his son, Horace Maxwell Goldfine, 
called at the Federal Trade Commission and were interviewed by the Commission 
Chairman, Edward F. Howrey, and Harvey H. Hannah, Chief, Division of Wool, 
Fur, and Flammable Fabrics. The Goldfines at this time stated they realized 
their guanaco fabrics had been misbranded, and they were anxious to learn 
how they could label the alleged Guanaco stock they still had on hand. The 
then proposed amendment to rule 8 of the rules and regulations under the 
Wool Products Labeling Act was outlined, and the Messrs. Goldfine indicated 
that such a change in the rules would resolve their problem. 

These gentlemen were advised that all fabrics would have to be correctly 
labeled in accordance with the true fiber contents of the stock, previously con- 
sidered as all Guanaco. Both gentlemen indicated that if rule 8 was amended 
as proposed, they would take advantage of it and label their fabrics as con- 
taining fur fibers and thus alleviate their problem. 

As a result of telephone inquiries received by the New York office, relative 
to the fiber contents of Northfield Mills, Ine., fabrics, Mr. Scott called at 
Ashley Fashions, Inec., of New York City, on May 24, 1955. At this plant he 
found 24 pieces of Northfield Mills fabric of range 2442 with mill fiber content 
tags showing the contents as “15 percent guanaco, 85 percent wool.” Two exhibit 
swatches were obtained at this time and identified as “Lissauer Physical Ex- 
hibits A and B.” “Lissauer Physical Exhibit A” was taken from piece 3804 
which had been received on an invoice dated May 2, 1955. The second swatch 
identified as “Lissauer Physical Exhibit B’ was taken from piece 3817 which 
had been received on an invoice dated April 1, 1955. The piece goods tags 
attached to these bolts of fabric and photostatic copies of the invoices covering 
the same are made a part of Mr. Scott’s report. 

On July 27, 1955, Fred M. Nash, Jr., called back on Ashley Fashions, Ince., 
and obtained another swatch of Northfield Mills fabric style 2442-1678 which 
was taken from piece 3823 labeled as “15 percent guanaco, 85 percent wool,” 
which Mr. Nash identified as “Lissauer Physical Exhibit CC.” This fabric had 
been shipped by Northfield Mills, Inc., on an invoice dated May 5, 1955. The 
piece goods tag and a photostatic copy of the fabric are made a part of Mr. 
Nash’s report. 

By memorandum from Mr. Scott to the writer dated August 10, 1955, the New 
York investigator stated he had been informed by Max Bachrach who had been 
doing fiber analysis work for Northfield Mills, Inc., that this firm had not 
purchased any guanaco, and therefore, Mr. Scott was of the opinion that even 
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the low content guanaco fabrics then on the market and manufactured by 
Northfield Mills, Inc., were being misbranded. 

Mr. Clarence Titchell, attorney for Northfield Mills, Inc., Lebanon Woolen 
Mills Corp., Strathmore Woolen Co. and Goldfine & Niedner, Inc., called at 
the Federal Trade Commission on August 23, 1955, and was interviewed by 
Harvey H. Hannah. Several matters pertaining to the labeling of wool products 
under the Wool Products Labeling Act were discussed by these gentlemen. In 
the course of the interview Mr. Titchell stated he wished to discuss the labeling 
of certain of his client’s fabrics that had been represented as part guanaco. He 
said his clients had purchased large quantities of so-called guanaco stock, that 
later turned out to have little or no guanaco present. He declared the subject 
mills had taken large orders for high percentage guanaco fabrics before they 
discovered the guanaco stock they had on hand was not what it had been repre- 
sented. However, after the true fiber contents of the stock had been revealed 
the proposed respondent mills continued to use this stock as guanaco as they 
felt they could not take the monetary loss that would result from labeling 
the fabrics correctly under rule 8, as amended. Therefore, these fabrics had 
been labeled as having high guanaco contents based on the original representa- 
tions of their suppliers. Mr. Titchell stated this action had been taken by 
the mills at their own election, and not upon his advice as counsel. He declared 
he realized his clients were in violation of the Wool Products Labeling Act, 
and his trip to Washington was merely in the nature of a plea or confession 
and avoidance. He further maintained all of the misbranded fabrics had been 
sold, and the mills were now conforming with the Wool Act. 

The New York office was requested by the writer to obtain additional exhibits 
of misbranded guanaco fabrics shipped after April 14, 1955, the date of the con- 
ference between Bernard Goldfine, Horace Maxwell Goldfine, Commissioner 
Howrey, and Harvey H. Hannah, and to trace these exhibit fabrics through the 
mill fiber-content records. A few days later the New York office was requested 
to obtain some “15-percent cashmere, 85-percent wool” fabrics currently being 
made by Lebanon Woolen Mills Corp., which the Commission also had reason to 
believe was misbranded. 

On September 9, 1955, Mr. Scott called on Colby Fashions, Inc., a ladies’ coat 
manufacturer in New York, who was known to be a customer of Goldfine & 
Niedner, Inc., and Northfield Mills, Inc. A sample of Northfield Mills fabric 
style 947-101 was taken from piece 4759, which was among the fabric in stock, 
and this swatch is identified as “‘Hyman Physical Exhibit A.” The fabric on 
hand at the New York manufacturing plant was labeled as “90 percent wool, 
10 percent cashmere” and a photostatic copy of the fiber-content tag and the 
invoice from Northfield Mills, Inec., covering the same, dated March 29, 1955, 
were obtained and are attached to Mr. Scott’s report. 

On the same day Mr. Scott called on Smithline Coat Co., a ladies’ coat manu- 
facturer in New York City, and also a customer of Northfield Mills, Inc. Fabrice 
of the Vermont mill was found in stock and a swatch of material style 3000-101 
was taken from piece 8952, which Mr. Scott identified as “Wolpow Physical 
Exhibit A.” This fabric was labeled as “20 percent cashmere, 80 percent wool” 
and the fiber-content tag attached to piece 8952 and a photostatic copy of the 
invoice covering this piece, dated January 21, 1955, were obtained and are 
attached to Mr. Scott’s report. 

Also on September 9, 1955, Mr. Scott called on Modern Deb, another ladies’ 
coat manufacturer in New York City, and likewise a customer of Goldfine & 
Niedner, Inc., and Northfield Mills, Inc. Fabric from Northfield Mills, Inc., was 
found in stock and a swatch of the fabric was taken from piece 4653 in style 
947-17 and identified by the Commission investigator as “Levine Physical Ex- 
hibit A.” This fabric was labeled as “90 percent wool, 10 percent cashmere” 
and the fiber-content tag attached to the bolt from which the swatch was taken 
and photostatie copy of the invoice covering the goods, dated July 7, 1955, were 
obtained and are attached to Mr. Scott’s report. 

On September 13, 1955, Mr. Scott called on Quality Coat Co., a children’s coat 
manufacturer in New York City, a customer of Goldfine & Niedner, Inc., and 
Lebanon Woolen Mills Corp. A swatch of Lebanon Woolen Mills fabric style 
287—2 was taken from piece 9897 of the fabric in stock and identified as “Pollock 
Physical Exhibit A.” This bolt was labeled as “10 percent guanaco, 90 percent 
wool” and the fiber-content tag attached to the piece goods and a photostatic 
copy of the invoice, dated March 31, 1955, were obtained and attached to 
Mr. Scott’s report. 
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On September 27, 1955, Mr. Nash, of the New York office, called on Goldfine 
& Niedner, Inc., in New York City to obtain information as to the fiber con- 
tents of each of the fabrics they were currently selling, together with swatches 
of each of the styles. In addition, a list of customers to whom the various style 
fabrics had been shipped was made and is attached to Mr. Nash’s report. 

On the same day Mr. Nash called at Trylon Coat Corp., a manufacturer of 
ladies’ coats located in New York City. Lebanon Woolen Mills Corp. fabric 
sold by Goldfine & Niedner, Inc., was found in stock and a swatch of material 
style 287-2-814 was taken from piece 9095 and identified by the Commission 
investigator as ““Glassberg Physical Exhibit A.” This bolt of goods was labeled 
as “10 percent guanaco, 90 percent wool” and the mill tag and a photostatic copy 
of the invoice covering the said piece, dated March 22, 1955, were obtained and 
are made a part of Mr. Nash’s report. 

Also on the:-same day Mr. Nash called on Samuel Starobin, Inc., another 
ladies’ coat manufacturer in New York City, and a customer of Goldfine & 
Niedner, Inec., and Lebanon Woolen Mills Corp. Fabrics from the New Hamp- 
shire mill were found in stock and a swateh of cloth style 287-9 was taken from 
piece 189 and identified by Mr. Nash as “Starobin Physical Exhibit A.” This 
fabric was labeled as “10 percent guanaco, 90 percent wool” and the piece-goods 
tag and a photostatic copy of the invoice covering the same, dated April 5, 1955, 
were obtuined and made a part of the field report. 

Samuel Babus & Co., a ladies’ coat manufacturer in New York City, was called 
upon by Mr. Nash on September 29, 1955. This firm also was a customer of Gold- 
fine & Niedner, Inc., and Lebanon Woolen Millis Corp., and Mr. Nash found some 
of the fabric was in stock. The Commission investigator obtained a swatch of 
material style 287-22 from piece 2190, which he identified as “Babus Physical 
Exhibit A.” The piece goods were labeled as “90 percent wool, 10 percent 
guanaco,” and the Commission investigator obtained the fiber-content tag and 
a photostatic copy of the invoice covering the exhibit swatch. The invoice was 
No. 781 and was dated May 13, 1955. 

Also on September 29, 1955, Mr. Nash called on Weinstein Bros. Coat Corp. 
of New York, a ladies’ coat manufacturer, and a customer of Goldfine & 
Niedner, Inc., and Lebanon Woolen Mills Corp. Fabric of the New Hampshire 
mill style 287-0 was found in stock and a swatch of material was removed 
from piece 3700 and the sample of material is identified as ‘Weinstein Physical 
Exhibit A.” Piece 3700 was labeled by the mill as “10 percent guanaco, 90 
percent wool,” and the mill tag and a photostatic copy of the invoice covering 
this piece, dated June 6, 1955, were obtained and are made a part of Mr. 
Nash’s report. 

On October 5, 1955, Mr. Seott called on Samuel J. Belsky, Inc., of Spring- 
field, Mass., to check on fabric known to have been purchased by this firm 
from the proposed respondent corporations. Some of Northfield Milis, Ine, 
fabric style 947-37 was found in stock and a sample swatch was taken from 
piece 5286, which is identified as “Belsky Physical Exhibit A.” The material 
in question was labeled “90 percent wool, 10 percent cashmere” and the mill tag 
together with a photostatic copy of the invoice No. 18930, dated September 15, 
1955, covering the said piece are made a part of Mr. Scott’s report. 

On the same day Mr. Scott called on M. G. Kinsler Co., also of Springfield, 
Mass., and a customer of the proposed respondent firms. Fabric received from 
Strathmore Wool Corp. of Boston with the Strathmore fiber content tags show- 
ing the material as “Goldboro Mills” fabric was found in stock. A sample 
swatch of this cloth was cut from piece 9396 in style 287-22, and is identi- 
fied as “Kinsler Physical Exhibit A.” This material was labeled as ‘10 per- 
cent guanaco, 90 percent wool,” and the mill tag was secured and made a part 
of Mr. Scott’s report along with a photostatic copy of the invoice covering the 
same No. 5965 dated August 10, 1955. 

On October 6, 1955, Mr. Scott called at the Lebanon Woolen Mills at Lebanon, 
N.H., and interviewed Bernard Casey, the mill manager. A careful inspection 
of the mill was made including the fiber stock on hand, the finished fabric, 
the labeling practices of the company, and the fiber content records. Six 
pieces of fabric which had been picked up from customers of Lebanon Woolen 
Milis Corp. were run back through the content records of the mill. All of 
these pieces were in style 287 and were labeled as “10 percent guariaco, 90 
percent wool.” Three pieces were found to be misbranded according to the 
fiber content records at the mill, and the other three according to the records 
were apparently properly labeled. 
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(A) Among the alleged misbranded pieces was “Pollock Physical Exhibit 
A” obtained at Quality Coat Co. in New York City from piece 9897 labeled as 
“10 percent guanaco, 90 percent wool.” The mill records for piece 9897 show 
this fabric is green in color whereas the exhibit swatch is an off white. Also the 
mill records show that piece 9897 was dyed on August 10, 1955, but piece 9897 
observed in New York City was shipped on an invoice dated March 31, 1955. 
Obviously the records supplied to the Commission investigator are not for the 
fabric found in New York. 

(B) “Weinstein Physical Exhibit A” obtained at Weinstein Coat Corp. in 
New York City was from piece 3700, labeled as “10 percent guanaco, 90 percent 
wool.” The records of the mill show that 10 percent of the warp fibers in this 
material were rabbit hair, and the rest of the fibers were wool. The records 
for the fill yarn show that 10 percent of the fibers were “pure guanaco” lot 
4330 from Northfield Mills, Inc. Lebanon Woolen Mills lot 4330 consisted of 112 
pounds of so-called “pure guanaco” which was one bale of Northfield Mills, Inc., 
lot 9061. The mill records of Northfield Woolen showed these fibers had orig- 
inally been received by Northfield Mills from Platt Wool Corp. as “guanaco and 
other precious fur fibers.” The investigation at Platt Wool Corp. some time 
previously disclosed that there was actually very little guanaco in the stock 
shipped to the Northfield Weolen Mills as “guanaco and other precious fur 
fiber.” 

It will be noted that the 112 pounds used in this mix was only one-half of 
the quantity set forth in the blend record as guanaco, and as lot 4330. The 
rest of the so-called guanaco in this blend consisted of other unknown fibers 
which were apparently dumped into the mix to make up the difference. It 
will also be noted that the 112 pounds of fibers involved in this blend were 
invoiced by Northfield Mills, Inc., to Lebanon Woolen Mills Corp. as “guanaco,” 
on an invoice dated May 3, 1955. This shipment was made a month after 
Northfield Mills, Inc., was notified by their suppliers and their own testing 
laboratory that there was little “guanaco” in the stock. It would appear, 
therefore, that the amount of actual guanaco fibers in this fabric is infinitesimal. 

(C) The third exhibit which appears to be misbranded according to the mill 
records is “Kinsler Physical Exhibit A” obtained at M. G. Kinsler Co. of Spring- 
field, Mass., and was taken from piece 9396 labeled as “10 percent guanaco, 90 
percent wool.” The records of Lebanon Woolen Mills Corp. show the warp of 
this piece contains “98 percent wool and 2 percent nylon” fibers, no guanaco 
shown. The records for the fill yarn show “90 percent wool, 10 percent fine 
guanaco,” the so-called guanaco having been received from Northfield Mills, Inc., 
on an invoice dated June 29, 1955, and described as 100 pounds of lot 9050 fur 
blend. The records of Northfield Mills, Inc., show this lot of fibers had been 
purchased from Arthur I. Darman, Inc., asa fur blend. Apparently there was no 
guanaco at all in this stock. 

The three other pieces that were checked through the mill records and which 
appear to be properly labeled were (D) “Babus Physical Exhibit A,” obtained at 
Samuel Babus Co., New York City,” (E) ‘‘Starobin Physical Exhibit A,” obtained 
at Samuel Starobin, Inc., New York City, and (Ff) “Glassberg Physical Exhibit 
A,” obtained at Trylon Coat Co., New York City. 

The following day Mr. Scott called on Northfield Mills, Inc., to check the mill 
records pertaining to the fabrics this firm shipped after the April 14, 1955, 
conference at the Federal Trade Commission, when Mr. Bernard Goldfine and 
Horace Maxwell Goldfine asured Commissioner Howrey and Harvey H. Hannah, 
that they understood the Wool Act and would immediately correct their labeling 
practices. 

(a) “Lissauer Physical Exhibit A” obtained at Ashley Fashions, Inc., on 
May 24, 1955, was taken from piece 3804, style 2442-922 and labeled as 15 per- 
cent guanaco, 85 percent wool. The piece had been shipped by Northfield Mills, 
Inc., on an invoice dated May 2, 1955. A runback through the mill records turned 
up a weaving ticket for piece 3804, but the piece number was crossed out and 
8808 substituted. Mr. Fields stated, however, that piece 3808 had the same 
fill yarns as piece 3804. The blend records show that 21 percent of the fill 
yarn for piece 3808 was made of “guanaco” lot 9055, and the stock records dis- 
close lot 9055 was purchased by Northfield Mills, Inc., from Platt Wool Corp. 
as “natural guanaco.” The proposed respondent mill, our investigator reveals, 
had been notified before the piece was made that the so-called guanaco stock in 
fact contained little of any true guanaco fibers. The warp of this material was 
found to be 100 percent wool. Therefore, assuming the information given the 
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Commission investigator at this time was correct, the subject exhibit is appar- 
ently misbranded. 

(b) “Lissauer Physical Exhibit B” was obtained at the same source and 
at the same time as the previous exhibit, from piece 3817, style 2442-727 labeled 
as “15 percent guanaco, 85 percent wool.” The Northfield Mills records showed 
it was made out of the same blend lot as “Lissauer Physical Exhibit C’” described 
below. However, a swatch of the material attached to the weaving ticket at the 
mill is not the same color as the fabric picked up in New York. It will be noted 
also that the weaving records given Mr. Scott were dated April 5, 1955, whereas 
the exhibit fabric was shipped on a Northfield Mills, Inc., invoice dated April 1, 
1955. Therefore, it appears there was a mixup in the piece numbers at the 
mill. 

(c) An attempt was made to trace “Lissauer Physical Exhibit C’”’ obtained 
at Ashley Fashions, Inc., New York City on July 27, 1955. This exhibit had 
been taken from piece 3823, style 2442-1678 which showed the fiber contents as 
“15 percent guanaco, 85 percent wool,” and which had been shipped to the New 
York manufacturer on Northfield Mills, Inc., invoice dated May 5,1955. However, 
by accident or by design, the records for this piece of fabric could not be located. 
Mr. Fields, the assistant superintendent who was interviewed, supplied Mr. 
Scott with the weave records for piece 3831, style 2467, which he said was exactly 
the same as piece 38238, tyle 2442. Assuming that Mr. Field’s statement is true, 
and these pieces are exactly the same, the so-called guanaco in this fabric was 
part of lot 9061, which had been purchased from Platt Wool Corp. as “guanaco 
and other precious fur fibers,” and actually contained but 15 percent guanaco, 
making the amount of guanaco in the exhibit fabric about 2 to 3 percent. 

(d@) “Hyman Physical Exhibit A” obtained at Colby Fashions, Inc., New York 
City, on September 9, 1955, was labeled as “90 percent wool, 10 percent cashmere” 
and was taken from piece 4759. 

(e) “Levine Physical Exhibit A” was obtained at Modern Deb, New York 
City on the same date, labeled as “90 percent wool, 10 percent cashmere,” was 
taken from piece 4653. Both of these exhibits were style 947 and were traced 
back through the mill records. The records in both instances showed that 10 
percent cashmere had been used in the blends. The Commission laboratory has 
examined these exhibits and reports “Hyman Physical Exhibit A” appears to 
be properly labeled and that “Levine Physical Exhibit A” appears to contain 
approximately “95 percent wool and 5 percent cashmere, rabbit hair, and nylon.” 

A check was made of the mill purchase records and it was disclosed that no 
new purchases of fur fibers had been made after April 1955, with the excep- 
tion of one shipment of “beaver and other precious fur fibers” from Arthur I. 
Darman, Inc. The Commission investigator remarks that the recordkeeping of 
this mill leaves much to be desired, and he states he went over the matter 
earefully with Mr. Fields explaining how the records could be improved. 

On October 10, 1956, Mr. Scott called on Strathmore Woolen Co. of 35 Knee- 
land Street, Boston, Mass., which controls Lebanon Woolen Mills and North- 
field Mills, Inc. Horace Maxwell Goldfine, the oldest son of Bernard Goldfine, 
was found to be for all practical purposes, the executive officer of Strathmore 
Woolen Co. and in turn Lebanon Woolen Mills and Northfield Mills, Ine. 

In the course of the interview, Mr. Goldfine was informed that three out of 
the six pieces of fabric checked at Lebanon Woolen Mills were found to be mis- 
branded, because of the rabbit hair put into the blend or because the mixed 
animal fibers purchased from Platt Wool Corp. were considered as 100 percent 
guanaco. The attention of Mr. Goldfine was also called to the use of small 
amounts of orlon in some fabrics, without mentioning the orlon in the fiber con- 
tent disclosure. 

It was pointed out to Mr. Goldfine that at Northfield Mills, Inc., mixed ani- 
mal fiber stock purchased from Platt Woolen Corp. had been considered as 
“100 percent guanaco,” even after Northfield Mills, Inc. had been notified by 
its supplier of the true fiber contents. 

As an explanation Mr. Goldfine states that his mills had made large com- 
mitments for low-grade guanaco fabrics prior to April 1955 and they felt im- 
pelled to fill these orders. He further claimed that they could not purchase 100 
percent guanaco, and therefore the mills had gone ahead and used the fur 
fibers they had on hand and represented the fabrics as containing guanaco, to 
fill their commitments. The informant said there had been no additional orders 
taken for guanaco fabrics after April 1955. Mr. Goldfine also brought out that 
it would have been costly to the mills if they had defaulted on their fabric 
contracts. 
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On April 14, 1955, Mr. Morris of the New York office called on Kroywen 
Coats, Inc., a ladies’ coat manufacturer in New York City and a customer of 
Northfield Mills, Inc. Fabric of the said mill was found on hand labeled as 
“20 percent guanaco, 80 percent wool’ and a sample swatch was taken from 
piece 7707, which set forth the style as 2439-727. This bolt was one of 48 
pieces of the said fabric sold to the New York manufacturer and had been 
received on a Northfield Mills, Ine. invoice dated June 28, 1955. Mr. Morris’ 
report also contains the piece goods tag taken from piece 7707, together with a 
copy of the invoice covering this material. In the files of Kroywen Coats, Ine. 
Mr. Morris also found the following letter, dated May 19, 1955, from North- 
field Mills, Ine. 

“In reply to your letter of May 18, please be advised that the fabric contain- 
ing 80 percent wool, 20 percent guanaco is confined to Kroywen Coats, Inc., as 
per our agreement. We have not sold this fabric with this content to any other 
manufacturer and will not sell this content as long as Kroywen Coats runs the 
fabric.” 

Jurisdiction.—The proposed respondents, Northfield Mills, Inec., Lebanon 
Woolen Mills Corp. and Strathmore Wool Corp., manufacture for introduction, 
introduce, offer for sale, sell, deliver for shipment, ship, distribute and trans- 
port wool products from their plants in Vermont, New Hampshire, and Massa- 
chusetts to customers located throughout the United States. In some instances 
it has been found that the wool products of these companies have been mis- 
branded within the provisions of the Wool Products Labeling Act, and the con- 
tents in some cases have been tnisrepresented in correspondence, in violation 
of the Federal Trade Commission Act. Further, such acts and practices are of 
a nature over which the Commission has uniformly maintained jurisdiction 
under the provisions of the Wool Products Labeling Act of 1939 and the Federal 
Trade Commission Act. 

Summary and conclusion.—The mills and selling agencies controlled by the 
Goldfines have been under suspicion of misbranding by the Commission for some 
time, and several investigations have been made of their places of business. As 
far back as the fall of 1953, a complaint was received by the Commission to 
the effect that Northfield Mills, Inc. was selling fabric labeled as ‘90 percent 
wool, 10 percent vicuna” which was misbranded. The complaint was investi- 
gated and it was found that the fabric in question had in fact 10 percent nylon 
mixed into the blend. The mill admitted there was nylon present in the fabric 
and claimed it had misinterpreted the Wool Act. This matter was treated ad- 
ministratively by the Wool Division and a report of the disposition was made 
to Commissioner Howrey. 

In August 1954 fabric that was subsequently traced back to Strathmore 
Woolen Co. and Lebanon Woolen Mills Corp. was complained about and sam- 
ples were obtained by a Commission investigator in a San Francisco garment 
manufacturers plant. The Strathmore fabric was labeled “100 Percent Camel's 
Hair” and was found by the Commission laboratory to be approximately 65 
percent to 70 percent camel hair, 30 percent to 35 percent wool. The Lebanon 
Woolen Mills fabric labeled 75 percent wool, 25 percent camel hair was found 
to contain 90 percent wool by the Commission laboratory. 

Late in the fall of 1954 and during the winter and spring of 1955 the New 
York office investigated a flood of advertising by retail stores in New York City 
offering ladies’ coats containing high percentages of guanaco and cashmere for 
low prices. These coats were traced from the retail stores back to the coat 
manufacturers in New York City, and in many instances the source of the 
fabrics was found to be Northfield Mills, Inc. Between November 1954 and 
March 1955 six swatches of questionable fabrics from Northfield Mills, Ine., to 
be checked with mill records and analyzed, were picked up. The results of these 
checks and tests are as follows: 

1. “Arthur Doctor Physical Exhibit A”, obtained at Arthur Doctor Co. in New 
York City, January 13, 1955, was labeled “60 percent guanaco, 40 percent wool 
and other precious fur fibers,” in style 6,000-1694 and was taken from piece 6145. 
The mill records show this fabric was a blend of 50 percent wool, 20 percent 
angora rabbit hair and 80 percent natural guanaco (the alleged guanaco was 
from Platt Wool Corp. and in fact contained only a small portion of such 
fibers). This piece of goods was shipped by Northfield Mills on an invoice 
dated December 29, 1954. The Commission laboratory tests show the fabric to 
contain approximately 60 percent to 70 percent wool and 30 percent to 40 per- 
cent rabbit hair with scattered traces of guanaco. 
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2. “Levy Physical Exhibit A” obtained at Habley, Inc., New York City, on 
February 25, 1955, was labeled “70 percent guanaco and other fur fibers” and 
was in style 2378-1578 and was taken from piece 5945. The mill records 
showed this fabric was a blend of 50 percent wool, 20 percent angora rabbit 
hair and 80 percent guanaco (the guanaco from Platt Wool Corp. the same as 
described above). This piece of goods was received by Habley, Inc. on North- 
field Mills, Inc. 19087 dated September 15, 1954. The Commission laboratory 
test shows the exhibit to contain approximately 25 percent wool, 25 percent 
rabbit hair, 20 percent guanaco, 15 percent muskrat, 10 percent raccoon, and 
5 percent unidentifiable fur fiber scraps. 

3. “Green Physical Exhibit A” obtained at Denise Originals, Inc., of New 
York City on March 15, 1955, was labeled as “70 percent guanaco, 30 percent 
wool” in style 2378-1694 and was taken from piece 6068. The mill records 
show this fabric to be a blend of 50 percent wool, 20 percent angora rabbit 
hair, 30 percent natural guanaco (the guanaco from Platt Wool Corp. and the 
same is described above). This piece was received by Denise Originals, Inc., 
through Jack Tirnauer, Inc., a woolen piece goods jobber in New York City 
on invoice 7501 dated January 5, 1955. It will be noted, however, that the 
mill tag attached to the bolt of goods from which the exhibit was obtained was 
a Northfield Mills, Inc., tag. The Commission laboratory tests show this piece 
contains approximately 40 percent wool, 40 percent rabbit hair, 10 percent 
guanaco, 5 percent unidentifiable fur fiber scraps. 

4. “Levy Exhibit 1” obtained at Habery Levy, Inc., of New York on Nov- 
ember 22, 1955, labeled as “70 percent guanaco, 30 percent wool and other 
precious fur fibers,’ style 2378-1684, was taken from piece 5972. Mill blend 
records showed the fabric content of this piece as “50 percent wool, 20 percent 
angora rabbit hair, 30 percent natural guanaco. (The guanaco was from 
Platt Wool Corp. and actually contained a small percentage of guanaco mixed 
with various other animal fibers.) This piece was shipped by Northfield Mills, 
Inc., on invoice 19114 dated September 27, 1954. The Commission laboratory 
test of this swatch indicates it contains approximately 35 percent wool, 15 per- 
cent raccoon, 15 percent muskrat, 15 percent rabbit hair, 10 percent guanaco 
and 10 percent unidentifiable fur fiber scraps. 

5. “Levy Exhibit 2” obtained at the same source at the same time as the 
previous exhibit was labeled “SO percent guanaco and other fur fibers,” and 
was shown as style 2578-1694, piece 5914. The exhibit piece was shipped from 
Northfield Mills, Ine., on invoice 19050 dated September 2, 1954. The mill 
records for this piece showed the fiber contents as 50 percent wool, 20 percent 
angora rabbit hair, 30 percent natural guanaco. (The guanaco was from Platt 
Wool Corp. with contents the same as described above.) The Commission 
laboratoray test showed this exhibit to contain approximately 40 percent wool, 
15 percent rabbit hair, 15 percent muskrat, 15 percent guanaco, 4 percent rac- 
coon, 4 percent beaver, 2 percent cashmere, and 5 percent unidentifiable fur 
fiber scraps 

6. “Schechter Exhibit 1” obtained at Londonderry, Inc., New York City on 
January 12-13, 1955, labeled as “60 percent guanaco, 40 percent wool and other 
precious fur fibers” was taken from piece 6115 in style 6000-1592. This piece 
was shipped by Northfield Mills, Inc., on invoice 475, dated November 11, 1954. 
The Commission laboratory analysis shows this exhibit to contain approxi- 
mately 70 percent wool, 20 percent rabbit hair, 10 percent unidentifiable fabrillae 
with only a small trace of guanaco. The mill records were not checked for 
this piece. 

All of these swatches numbered 1 through 6 can be used to prove misbranding 
by Northfield Mills, Inc., by improperly setting forth the fiber contents and 
by showing through the mill records that they are fasely labeled as to con- 
tents, except for “Schechter Exhibit 1° which was not checked back through the 
mill records. Any of the above described exhibits can be shown to be mis- 
branded by laboratory tests. If the trial attorney finds it will be necessary 
to use the “Green Physical Exhibit A” swatch as evidence in this case, the 
records of Tirnauer, Inc., of New York City will have to be examined to 
establish a continuity between the records we have in the file, and the records 
of that company showing receipt of the piece from the Vermont mill. 

Mr. Feeny, who is the technician in the Commission laboratory, is a chemist 
by profession and not a microscopist, although his analysis of fabrics through 
experience is usually quite accurate. However, he could not qualify as an 
expert in this field, and therefore, if this case is to be tried, the samples to 
be used as evidence should be analyzed by a qualified microscopist. 











3654 REGULATORY COMMISSIONS AND AGENCIES 


“Schechter Exhibit 1” and “Arthur Doctor Physical Exhibit A” were pur- 
chased through Goldfine & Neidner, Inc., of New York City and all of the 
others except “Green Physical Exhibit A” were purchased direct from the 
home office of the mill in Boston. The green mill tags are attached to pieceg 
of fabric shipped to the New York office and sold through Goldfine & Niedner, 
Inc., while the white mill tags are attached to pieces sold through the Boston 
office. 

Max Bachrach, a fur consultant in New York City, in March 1953 advised Mr. 
Scott of the New York office that he was analyzing Northfield Mills, Inc., fabrie 
range 2378, alleged to be “70 percent guanaco, 30 percent wool,” for the mill to 
determine its true fiber contents. Later Mr. Bachrach supplied the New York 
office with a copy of the analysis report he sent to Northfield Mills, Inc., which 
showed the material contained various quantities of raccoon, beaver, Australian 
opossum, fox, mink, and muskrat hair but, it will be noted, no guanaco. 

In April 1955 the Commission investigated Platt Wool Corp. of Danbury, 
Conn., together with several associate corporations, relative to the specialty 
fibers these firms were selling to woolen mills for use in woolen fabrics. (See 
docket 6505.) It was found that the so-called guanaco stock sold by Platt Wool 
Corp. had only minor amounts of such fibers present, and at the time of the 
investigation letters were sent by Platt Wool Corp. to its customers giving them 
the true breakdown of the fiber stock. By a letter dated April 5, 1955, to the 
Boston office of Northfield Mills, Inc., Platt Wool Corp. revealed the contents 
of the so-called guanaco stock sold to the Vermont mill as “15 percent guanaco, 
40 percent raccoon, 10 percent opossum, 30 percent hare’s hair, and 5 percent 
beaver.” A photostatic copy of this letter is made a part of docket 6505. 

On April 6, 1955, Mr. Scott called at Northfield Mills, Inc., and examined the 
records for the contents of the pieces of fabric described above. A discussion 
of the misbranding was had with Mr. Bussiere, the agent manager of the mill, 
and 2 days later the same subject was discussed by Mr. Scott with Horace 
Maxwell Goldfine, the manager of the Boston office of Northfield Mills, Ine, 
Boston, Mass. 

On April 14, 1955, Bernard Goldfine and Horace Maxwell (Harold) Goldfine 
came to the Commission and conferred with Commissioner Howrey and Harvey 
H. Hannah, and the results of the investigation of the Goldfine mills and cor- 
porations were discussed in detail. Before leaving the Messrs. Goldfine stated 
that they now fully understood what was required under the Wool Products 
Labeling Act and the regulations. 

From May 1955 to the date of this memorandum, eight additional swatches 
of guanaco and cashmere fabric bearing fiber content tags of Northfield Mills, 
Inc., together with six swatches of fabrics manufactured by Lebanon Woolen 
Mills Corp., have been picked up by Commission investigators in the New York 
office to check on the good faith of the Goldfines in properly labeling their goods 
after being warned concerning the misbranding. 

The Northfield Mills, Inc., fabric exhibits obtained since May 1955 which have 
been checked against mill records and examined by the Commission laboratory 
are as follows: 

(a) “Lissauer Physical Exhibit A,” obtained at Ashley Fashions, Inc., New 
York City, on May 24, 1955, labeled as “15 percent guanaco, 85 percent wool,” 
is in style 2442-922 and was taken from piece 3804. The records for this piece 
of fabric could not be located at the mill but the informant stated it was part 
of the same lot as piece 3808, the records for which were available. The blend 
record for piece 3808 disclosed 21 percent of the fill yarns were guanaco from 
Platt Wool Corp., which the records showed contained S85 percent raccoon, 
opossum, hare’s hair, and beaver. The warp yarns for this piece are all wool. 
Therefore, the amount of guanaco in this fabric appears to be less than 2 per- 
cent. The piece from which this swatch was taken was shipped to Ashley 
Fashions, Inc., by Northfield Mills, Inc., on an invoice dated May 2, 1955. The 
Commission laboratory tests of this swatch indicate it contains approximately 
90 percent wool, 10 percent pulverized fur fibers, most of which are rabbit hair. 

(b) “Lissauer Physical Exhibit B,” obtained at the same plaee and at the 
same time as the preceding exhibit, was labeled “15 percent guanaco, 85 wool” 
in style 2442-727 and was taken from piece 3817. An attempt was made to 
check this exhibit through the mill records, and the Commission investigator 
was given a weaving and blend record for piece 3817. However, the weaving 
record is dated April 15, 1955, whereas the invoice obtained at Ashley Fashions, 
Inc., shows piece 3817 was shipped on April 1, 1955. Also attached to Mr. 
Seott’s report of his call on Ashley Fashions, Inc., is a photostatie copy of 
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the Expert Cloth Sponging Co., Inc., of New York City showing this firm exam- 
ined piece 3817 on April 5, 1955. Attached to the mill weaving ticket is a small 
piece of green fabric supposedly taken from piece 3817, which does not compare 
with the gray fabric in the Commission exhibit. Obviously the mill records 
concerning this piece of material are incorrect. The Commission laboratory 
analysis of ‘“Lissauer Physical Exhibit B” shows the fiber contents as approxi- 
mately 85.5 percent wool, 5 percent guanaco, 7.5 percent mixture of various fur 
fibers, mostly rabbit and muskrat. 

(c) “Lissauer Physical Exhibit C’” obtained at Ashley Fashions, Inc., New 
York City, on July 27, 1955, was labeled “15 percent guanaco, 85 percent wool,” 
in style 2442-1678 and was taken from piece 3828. This piece was run back at 
the mill but because of the conditions of the mill records, those pertaining to 
this particular bolt of fabric could not be located. However, piece 3831 which 
was said by Mr. Fields, the assistant superintendent of the mill to be out of 
the same blend lot, was checked. The records for piece 3831 show the fill yarns 
were 34 percent guanaco and the balance wool, while the warp yarns were all 
wool, It will be noted that the guanaco used was the same stock purchased 
from Platt Wool Corp. previously described, and which Platt Wool Corp. notified 
Northfield Mills, Inc., was only 15 percent guanaco. Therefore, the guanaco in 
piece 3823 will probably amount to only 2 or 3 percent in the finished fabric. 
This material was shipped by Northfield Mills, Inc., on an invoice dated May 5, 
1955. The Commission laboratory tests of this exhibit shows it contains approxi- 
mately 92.5 percent wool, 7.5 percent pulverized fiber scraps, including rabbit, 
raccoon, muskrat, guanaco, cashmere, and mink. 

(d@) “Hyman Physical Exhibit A” obtained at Colby Fashions, Inc., New York 
City on September 9, 1955, was labeled “90 percent wool, 10 percent cashmere,” 
in style 947-101 and was taken from piece 4759. This piece of goods was 
checked at the mill and found to be properly labeled according to the mill records. 
Also the Commission laboratory test report indicates this fabric is correctly 
labeled. 

(e) “Levine Physical Exhibit A” obtained at Modern Deb, New York City, on 
September 9, 1955, was labeled “90 percent wool, 10 percent cashmere,” style 
947-17 and was taken from piece 4653. This fabric had been shipped by North- 
field Mills, Ine., on an invoice dated July 7, 1955. The mill records pertaining 
to this piece were examined and they indicated the fabric was properly labeled. 
The Commission laboratory test report, however, shows this material to be ap- 
proximately 95 percent or more woolen fibers and 5 percent or less cashmere, 
rabbit hair, and nylon. 

(f) “Wolpaw Physical Exhibit A” obtained at Smithline Coat Co., New York 
City, on September 9, 1955, was labeled “20 percent cashmere, 80 percent wool,” 
style 3000-101 and was taken from piece 8952. This fabric had been shipped on 
a Northfield Mills, Inc., invoice dated January 21, 1955. The Commission labora- 
tory states this exhibit appears to be about 95 percent wool, 5 percent cashmere. 
This fabric was not checked against the mill records. 

(g) “Belsky Physical Exhibit A” obtained at Samuel I. Belsky, Inc., Spring- 
field, Mass. on October 5, 1955, was labeled “90 percent wool, 10 percent cash- 
mere,” style 947-37 and was taken from piece 5286. This piece of fabric had 
been shipped by Northfield Mills, Inc., on invoice 18930 dated September 15, 1955. 
The mill records have not been checked for this piece of material. The Com- 
mission laboratory has examined the swatch and reports it appears to contain 
less than 5 percent cashmere. 

(h) “Miller Physical Exhibit A” obtained at Kroywen Coats, Inc., New York 
City, on October 14, 1955, was labeled “20 percent guanaco, 80 percent wool” in 
style 2439-727 and was taken from piece 7707. This fabric was shipped by 
Northfield Mills, Inc., on an invoice dated June 28, 1955. The mill records have 
not been checked for this piece of goods. The exhibit swatch has been examined 
at the Commission laboratory and the report states the fabric contains approxi- 
mately 75 percent wool, 12 percent guanaco, 12 percent rabbit hair and 1 per- 
cent raccoon and cashmere. 

During September and October 1955 five swatches of Lebanon Woolen Mills 
Corp. fabrics were picked up by the Commission investigators in order to check 
the material against the mill records for analysis. A summary of the exhibits 
obtained together with the Commission findings, are as follows: 

(A) “Pollock Physical Exhibit A” obtained at Quality Coat Co. of New York 
City on September 13, 1955, was labeled “10 percent guanaco, 90 percent wool,” 
in style 287-2 and was taken from piece 9897. This piece of fabric was shipped 
by Lebanon Woolen Mills Corp. on an invoice dated March 31, 1955. The mill 
records were checked for this piece and Mr. Scott was supplied with records 
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which showed piece 9897 had been misbranded. However, the records for piece 
9897 given to the Commission investigator were for a piece of green fabric, 
whereas piece 9897 from which the exhibit swatch was taken is off white in color, 
The mill records of piece 9897 showed 2 percent orlon present in the warp, how- 
ever, the Commission laboratory did not find any orlon in the exhibit swatch, 
The laboratory reports the exhibit fabric is properly labeled as “90 percent wool, 
10 percent guanaco with just a trace of rabbit hair.” It, therefore, appears that 
the mill records pertaining to this piece are in error. 

(B) “Weinstein Physical Exhibit A” obtained at Weinstein Coat Corp. in 
New York City on September 29, 1955, was labeled ‘10 percent guanaco, 90 
percent wool,” in style 287-9 and was taken from piece 3700. This fabric had 
been shipped by Lebanon Woolen Mills Corp. on an invoice dated June 6, 1958, 
The mill records show that there was 10 percent rabbit hair in the warp blend 
of piece 3700 which is not shown on the fiber content tags. The fill blend 
record shows that 225 pounds of ‘fine guanaco,” Lebanon Woolen Mills lot 4330 
was used, equal to 10 percent of the mix. Lebanon Woolen Mills lot 4330 
consisted of one bale of “No. 9061 guanaco” from Northfield Mills, weighing 112 
pounds, which was shipped on an invoice dated May 38, 1955. Where the other 
113 pounds of fibers used in this blend came from is not known. Also, the 
records of Northfield Mills, Inc., show that “No. 9061 guanaco” was originally 
from Platt Wool Corp., and contained “15 percent guanaco, 85 percent other fur 
fibers.” Therefore, according to the mill records this piece of fabric actually 
contains less than 1 percent guanaco. The exhibit has been examined by the 
Commission laboratory and has been found to contain approximately 90 percent 
wool, 10 percent assorted fur fibers and scraps, with only a few scattered 
traces of guanaco. 

(C) “Kinsler Physical Exhibit A” obtained at M. G. Kinsler Co., Springfield, 
Mass., was labeled “10 percent guanaco, 90 percent wool,” in style 287-22 and 
was taken from piece 9396. This material was shipped to the Springfield manu- 
facturer by Strathmore Woolen Co. on invoice 5965, dated August 10, 1956. 
Although this piece of fabric carried a Goldbro Mills label of the Strathmore 
Woolen Co., it had a Lebanon Woolen Mills Corp. style number and piece number. 
Lebanon Woolen Mills records show this piece contains 2 percent orlon, and 
98 percent wool in the warp and 90 percent wool, 10 percent fine guanaco in 
the fill. Here again the “fine guanaco” lot 4467 had been received from North- 
field Mills, Ine., on an invoice dated June 29, 1955, which covered one bale of 
fibers, lot 9050 described as “fur blend.” Lot 9050 had been purchased originally 
by Northfield Mills, Inc., from Arthur I. Darman & Co. as “fur blend and precious 
fur fibers.” The Commission laboratory tests of this exhibit indicates it con- 
tuins approximately 90 percent wool, 6 percent rabbit hair, 4 percent guanaco. 

(D), (BE), and (EF) “Babus Physical Exhibit A,” “Starobin Physical Exhibit 
A” and “Glassberg Physical Exhibit A” all labeled as “10 percent guanaco, 90 
percent wool,” were run back through the mill records which indicated the 
fabrics had been properly labeled. The Commission laboratory has examined 
all of these exhibits and reports “Babus Physical Exhibit A” appears to contain 
approximately SO percent wool, 15 percent guanaco, and 5 percent rabbit hair 
and cashmere, “Starobin Physical Exhibit A” appears to contain about 90 per- 
cent wool, 4 percent guanaco, 4 percent cashmere, and 2 percent rabbit hair 
and muskrat, and “Glassberg Physical Exhibit A” appears to contain approxi- 
mately 95 percent wool, 5 percent guanaco. 

It is clear that the Goldfines, and the mills and selling corporations con- 
trolled by them, continued to represent and sell the misbranded fabrics after 
receiving notice that the so-called guanaco fibers from Platt Wool Corp. were 
in fact only about 15 percent guanaco. Witness the dates of the invoices 
covering the later misbranded goods, and the letter to Kroywen Coats, Ince., 
dated May 19, 1955, in which the material was referred to as “SO percent wool, 
20 percent guanaco.” 

Mr. Scott discussed the misbranding of these fabrics with Horace Maxwell 
Goldfine at the Boston office of Northfield Mills, Inc., after his investigation 
at the mills in October 1955. In reply the Commission investigator’s question 
as to why the misbranding was continued after the previous warning, Mr. Gold- 
fine stated that his firms had made commitments for quantities of low-content 
guanaco fabric, and they felt compelled to fill these orders. He said they were 
unable to obtain pure guanaco and, therefore, had to use the mixed fur fibers. 
According to Mr. Scott’s memorandum to the writer dated November 15, 
1955, Bernard Goldfine, the chief stockholder in the proposed respondent cor- 
porations, stated the fabrics were misbranded because of the monetary loss 
that would have resulted from truthfully labeling the goods. 
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There can be little doubt as to the willfulness of this misbranding as North- 
field Mills, Inc., Boston office was notified of the true fiber contents of the 
so-called guanaco stock by Platt Wool Corp. by a letter dated April 5, 1955. 
Further, Messrs. Bernard Goldfine and Harold Maxwell Goldfine conferred with 
Commissioner Howrey and Harvey H. Hannah on this matter at the Federal 
Trade Commission on April 8, 1955, and stated at that time they fully understood 
the requirements of the Wool Act. Mr. Clarence Titchell, attorney for the 
respondents, in a conference with Harvey H. Hannah on August 23, 1955, stated 
his clients had used the mixed fur fiber stock from Platt Wool Corp. after 
peing advised of the true contents at their own election, and not upon his 
advice as counsel. 

There are a number of exhibit swatches of fabric that were shipped in com- 
merce after notice was given to the proposed respondents of the true contents 
of the so-called guanaco stock, that can be used to prove the fabrics are mis- 
pranded. These exhibits have been examined microscopically by the Commis- 
sion laboratory but should be examined by Dr. Thora Hardy, of the Nittany 
Laboratory if the Commission concurs in the recommendations of the writer 
set forth below concerning criminal penalty action, under section 10 of the 
Wool Products Labeling Act. These exhibits have not been tested before sub- 
mitting this memorandum because of the expense involved (about $50 each) 
and because it probably will not be necessary to analyze these exhibits if the 
writer’s recommendations concerning the criminal penalty action are not 
concurred in. 

It is the belief of the writer that there will be no contest of an administrative 
action, and that a consent settlement can be obtained in this case without any 
difficulty. If the matter should go to trial, there is probably sufficient evidence 
in the file gleaned from the records of the proposed respondent mills to prove 
misbranding and misrepresentation of the subject fabrics. 

In addition to the corporations named, the following individuals are included 
in the administrative action recommendation as parties respondent: Bernard 
Goldfine, treasurer of Northfield Mills, Inec., president and treasurer of Lebanon 
Woolen Mills Corp. and president and treasurer of Strathmore Wool Corp.; 
Horace Maxwell Goldfine, manager of the Boston office of Northfield Mills, Ine., 
and fiber stock buyer for all of the Goldfine mills; Frank H. Bussiere, agent- 
manager of the Northfield Mills; Bernard Casey, agent-manager of the Lebanon 
Woolen Milis; and Solomon Goldfine, manager of Goldfine, Niedner, Beer & 
Rogers, formerly Goldfine & Niedner, Inc. All of these persons appear to be 
active in their respective corporations, and assist in the direction and control 
of the acts, practices, and policies of the said companies. 

This investigation did not show that Myer Slobodkin, president, and Fletcher 
Joslan, clerk, of Northfield Mills, Inc.; Franklin Hollis, clerk, of Lebanon Woolen 
Mills Corp.; Kate Bloomberg, clerk, of Strathmore Woolen Co.; and George A. 
Niedner, president of Goldfine, Niedner, Beer & Rogers, formerly Goldfine & 
Niedner, Inc., are active in running their respective corporations, or in any 
way responsible for the direction and control of the policies of the said firms. 
Therefore, these individuals have not been included in the recommendations as 
parties respondent. 

Goldfine & Niedner, Inc., has not been included as a party respondent as this 
corporation has been recently dissolved, and Goldfine, Niedner, Beer & Rogers 
incorporated as its successor. The file does not contain any evidence of mis- 
branding against the new firm. 

In the portion of the recommendations set forth below pertaining to the 
criminal action, only Northfield Mills, Inc., Lebanon Woolen Mills Corp., Strath- 
more Wool Corp., Bernard Goldfine and Horace Maxwell Goldfine have been 
named, as it appears that willfulness can be proved against only these corpora- 
tions and individuals. 

Recommendations.—This case has been carefully reviewed and the possibility 
of an offer to stipulate has been considered. However, since the facts indicate 
that large quantities of fabric which have been manufactured and sold by the 
proposed respondent corporations since the fall of 1953, have been misbranded 
and misrepresented in violation of the Wool Products Labeling Act and the 
Federal Trade Commission Act, it would appear that complaint should issue 
in order to restrain the proposed respondents from violating these statutes in 
the future. 

Accordingly, it is recommended that a complaint be issued charging the pro- 
posed respondents Northfield Mills, Ine., a duly established corporation under 
the laws of the State of Vermont, with its usual place of business at Northfield, 
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Vt., Lebanon Woolen Mills Corp., a duly established corporation under the laws 
of the State of New Hampshire with its usual place of business in Lebanon, N.H., 
and Strathmore Wool Corp., a duly established corporation under the laws of 
the Commonwealth of Massachusetts with its usual place of business at 35 
Kneeland Street, Boston, Mass., Bernard Goldfine, treasurer of Northfield Mills, 
Ine., president and treasurer of Lebanon Woolen Mills Corp., president and 
treasurer of Strathmore Wool Corp., and secretary-treasurer of Goldfine, Nied- 
ner, Beer & Rogers formerly Goldfine & Niedner, Inc., whose usual place of 
business is 35 Kneeland Street, Boston, Mass., Horace Maxwell Goldfine, man- 
ager of Strathmore Woolen Corp. and fiber stock buyer for all of the Goldfine 
mills, whose usual place of business is at 35 Kneeland Street, Boston, Mass. 
Frank H. Bussiere, agent-manager of Northfield Mills, whose usual place of 
business is at the said mill, Bernard Casey, agent-manager of Lebanon Woolen 
Mills, whose usual place of business is at the said mill, and Solomon Goldfine, 
manager of Goldfine, Niedner, Beer & Rogers formerly Goldfine & Niedner, Ine, 
whose usual place of business is 450 Seventh Avenue, New York, N.Y., in- 
dividually, with violation of section 4(a)(1) and section 4(a) (2) of the Wool 
Products Labeling Act of 1939, and the rules and regulations thereunder. It 
is further recommended that the complaint against Northfield Mills, Inc. and 
Strathmore Wool Corp. charge these firms with violation of section 5 of the 
Federal Trade Commission Act. 

It is further recommended that the Commission certify all of the pertinent 
facts in this case to the Attorney General for appropriate proceedings under 
the provisions of section 10 of the Wool Products Labeling Act of 1939. This 
action is recommended because the facts in this case indicate that the acts of 
the respondents, Northfield Mills, Inc., Lebanon Woolen Mills Corp., Strathmore 
Wool Corp., Bernard Goldfine, and Horace Maxwell Goldfine, were premeditated, 
and the violations of the Wool Products Labeling Act were willful. In addi- 
tion, the magnitude of this deception, and the unjust enrichment of the proposed 
defendants seems to justify a penalty greater than merely a future restraint. 
Also it is believed that such action will, without doubt, tend to curb unscrupulous 
persons from willful misbranding under the Wool Products Labeling Act, thus 
protecting the general public, providing fair competition to law-abiding mer- 
chants and competitors, and assisting the Commission in carrying out the duties 
assigned to it. 

CHARLES F. CANAVAN, Project Attorney. 


Mr. Lisuman. Do you have a copy of that report before you, Mr. 
Canavan? 

Mr. Canavan. Yes, sir. 

Mr. Lisuman. I would like to have you turn to page 35 of this 
memorandum report. Would you please read into the record the 
recommendations that you made at that point? 

They are rather lengthy but I think the record should contain them. 

Mr. Canavan (reading) : 


Recommendations.—This case has been carefully reviewed and the pos- 
sibility of an offer to stipulate has been considered. However, since the facts 
indicate that large quantities of fabric which have been manufactured and sold 
by the proposed respondent corporations since the fall of 1953 have been mis- 
branded and misrepresented in violation of the Wool Products Labeling Act and 
the Federal Trade Commission Act, it would appear that a complaint should be 
issued in order to restrain the respondents from violating these statutes in the 
future. 

Accordingly, it is recommended that a complaint be issued charging the pro- 
posed respondents, Northfield Mills, Inc., a duly established corporation under the 
laws of the State of Vermont, with its place of business at Northfield, Vt., 
Lebanon Woolen Mills Corp., a duly established corporation under the laws of 
the State of New Hampshire, with its usual place of business in Lebanon, 
N.H., and Strathmore Wool Corp., a duly established corporation under the 
laws of the Commonwealth of Massachusetts, with its place of business at 
35 Kneeland Street, Boston, Mass., Bernard Goldfine, treasurer of Northfield 
Mills, Inc., president and treasurer of Lebanon Woolen Mills Corp., president and 
treasurer of Strathmore Wool Corp., and secretary-treasurer of Goldfine, Niedner, 
Beer & Rogers, formerly Goldfine & Niedner, Inc., whose usual place of business 
is 55 Kneeland Street, Boston, Mass.— 
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I believe that address is wrong, that isa New York corporation— 
Horace Maxwell Goldfine, manager of— 


let me break in here. That 35 Kneeland Street, that is the usual 
address of Mr. Goldfine. I was thinking of Goldfine-Niedner. That 
is a New York corporation. Now, if I may go on. 

Mr. Lisuman. Yes. 

Mr. Canavan (reading) : 

Horace Maxwell Goldfine, manager of Strathmore Woolen Corp. and fiber 
stock buyer for all of the Goldfine mills, whose usual place of business is at 
35 Kneeland Street, Boston, Mass., Frank H. Bussiere, agent-manager of 
Northfield Mills, whose usual place of business is at the said mill, Bernard 
Casey, agent-manager of the Lebanon Woolen Mills, whose usual place of 
business is at the said mill, and Solomon Goldfine, manager of Goldfine, Nied- 
ner, Beer & Rogers, formerly Goldfine & Niedner, Inc., whose usual place of 
business is 457 Seventh Avenue, New York, N.Y., individually with violation 
of section 4(a) (1) and section 4(a)(2) of the Wool Products Labeling Act of 
1939 and the rules and regulations thereunder. 

It is further recommended that the complaint against Northfield Mills, Inc., 
and Strathmore Wool Corp. charged these firms with violation of section 5 of 
the Federal Trade Commission Act. It is further recommended that the Com- 
mission certify all of the pertinent facts in this case to the Attorney General 
for appropriate proceedings under the provisions of section 10 of the Wool Prod- 
ucts and Labeling Act of 1939. This action is recommended because the facts 
in this case indicate that the said respondents, Northfield Mills, Inc., Lebanon 
Woolen Mills Corp., Strathmore Wool Corp., Bernard Goldfine, and Horace 
Maxwell Goldfine were premeditated and the violations of the Wool Products 
Labeling Act was willful. 

In addition, the magnitude of this deception and the unjust enrichment of 
the proposed defendants seem to justify a penalty greater than merely a future 
restraint. Also, it is believed that such action will without doubt tend to curb 
unscrupulous persons from willfully misbranding under the Wool Products 
Labeling Act, thus protecting the general public, providing fair competition to 
law-abiding merchants and competitors and assisting the Commission in carry- 
ing out the duties assigned to it. 

Mr. Lisuman. Thank you. 

Now the part you just read is at page 35 of a single-spaced type- 
written report, is that correct ¢ 

Mr. Canavan. Yes. 

Mr. Lisuman. And is it not a fact that in the preceding 34 pages 
there is a painstaking recital of facts establishing that, your rec- 
ommendation that this was a willful violation was shown by the 
facts preceding the recommendation. 

Mr. Canavan. That was my opinion. 

Mr. Lisuman. Has anyone ever disputed the accuracy, complete- 
ness, or fairness of any of the factual information detailed in the 
preceding 34 pages ? 

Mr. Canavan. I donot believe so, sir. 

Mr. Lisuman. At the time you made this recommendation, Mr. 
Can: wan, as an experienced and respected attorney, you were famil- 
iar with the policy of the Federal ‘Trade Commission against certi- 
fying cases to the Attorney General for criminal prosecution, were 
you not? 

Mr. Canavan. I knew that the Commission was reluctant to certify 
such cases unless there was very strong reasons for it. 

Mr. Lisuman. And knowing that policy and knowing that the 
chances were that your recommendations might not be followed, 
nevertheless in the public interest and in the performance of your 
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duties you undertook to make this very strong recommendation to 
the Commission, is that correct ¢ 

Mr. Canavan. I was of the opinion there should be a criminal 
action. 

Mr. Lisuman. Did you discuss this case with any member of the 
Commission before you made this recommendation ? 

Mr. Canavan. What do you mean by member of the Commission? 
One of the Commissioners ? 

Mr. Lisuman. One of the Commissioners. 

Mr. Canavan. No, sir. 

Mr. Listrman. Did you discuss it with any employees of the 
Commission ? 

Mr. Canavan. I discussed it with my superior, Mr. Hannah. 

Mr. Lisuman. Did you ever discuss this with former Chairman 
Howrey or with his assistant, Mr. Murchison ? 

Mr. Canavan. No, sir. 

Mr. Lisuman. Did this case receive an unusual amount of discus- 
sion by you and Mr. Hannah, Mr. Babcock, or any other of your 
superiors at the Commission ? 

Mr. Canavan. Not an unusual amount, except that it was as you 
can see from the record, it was long and drawn out, and we had a 
number of discussions at various times concerning it. 

Mr. Lisnman. Are you familiar with the December 30, 1953, memo- 
randum of Mr. Hannah to Chairman Howrey ? 

Mr. Canavan. December 30, 19—what ? 

Mr. List an. 1953. 

Mr. Canavan. That had to do with the nylon content fabric, yes. 

Does that have my initials on it ? 

It probably does. 

Mr. Lisuman. No, sir, this has Mr. Hannah’s initials. 

Mr. Canavan. This may have been—I am sure I worked on it with 
Mr. Hannah even though my initials do not appear on it, and I may 
have prepared one which he revised and put his own initials on it. 

Mr. LisnMan. Now, Mr. Canavan, did you prepare for Mr. Han- 
nah’s signature a letter dated a ember 4, 1953, addressed to Northfield 
Mills, Inc., 35 Kneeland Street, Boston ? 

Mr. Canavan. I may have: yes. 

Mr. Listman. I would like to have this letter of December 4, 1953, 
over the signature of Mr. Hannah but which was prepared by Mr. 
Canavan addressed to Northfield Mills in the record at this point. 

The Cuarrman. Let it be received for the record. 

(The document referred to is as follows Fe 

DECEMBER 4, 195 


NorTHFIELD MILLS, INC., 
Boston, Mass. 


Dear Sire: Reference is made to your letter dated November 17, 1953, con- 
eerning your fabric Style 2096 which has been misbranded as 10 percent vicuna, 
90 percent wool. 

Your letter states that all of the questioned fabric was sold to Haymarket 
Veterans Uniform Co. of Boston, Mass. However, your mill has apparently 
made additional style ranges of fabric containing wool, vicuna and nylon as 
other garment manufacturers using your goods, with the same fiber contents, 
have been noted by our investigators. Therefore, this office would like a 
complete statement as to all ranges and fiber contents of fabrics which you 
have made during the past year containing nylon. Also set forth the yardage 
produced of each of these fabrics, the amount presently on hand at your mill and 
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in the warehouses of your selling agents together with the amount of these 
fabrics shipped. 

In your reply kindly list the names and addresses of your customers who have 
received this misbranded fabric and inform us whether or not they have been 
notified of the mislabeling. Please describe how you have corrected the fiber 
content disclosure on any misbranded goods in your hands and enclose samples 
of the corrected tags. 

A prompt reply to this letter will be appreciated. 

Very sincerely yours, 
Harvey H. HANNA, 
Chief, Division of Wool and Pur Labeling. 


Mr. Lisuman. I would like to read this letter and ask some ques- 
tions about it. 

Dear Sirs: Reference is made to your letter dated November 17, 1953, con- 
cerning your fabric Style 2096 which has been misbranded as 10 percent vicuna ; 
90 percent wool. 

Your letter states that all of the questioned fabric was sold to Haymarket 
Veterans Uniform Co., of Boston, Mass. However, your mill has apparently 
made additional style ranges of fabric containing wool, vicuna and nylon as 
other garment manufacturers using your goods, with the same fiber contents, 
have been noted by our investigators. Therefore, this office would like a com- 
plete statement as to all ranges and fiber contents of fabrics which you have 
made during the past year containing nylon. 

Also set forth the yardage produced of each of these fabrics, the amount 
presently on hand at your mill and in the warehouses of your selling agents 
together with the amount of these fabrics shipped. 

In your reply kindly list the names and addresses of your customers who 
have received this misbranded fabric and inform us whether or not they have 
been notified of the mislabeling. Please describe how you have corrected the 
fiber content disclosure on any misbranded goods in your hands and enclose 
samples of the corrected tags. 

A prompt reply to this letter will be appreciated. 

Very sincerely yours. 

Now did Northfield Mills ever reply to this letter ? 

Mr. Canavan. I am quite sure they did, sir. 

Mr. Lisuman. Could you give us the date of that reply ? 

Mr. Canavan. That is January 19, 1954, a general statement and 
letter from Mr. Titchell who replied for the 

Mr. Lisuman. Do you have that letter with yout 

Mr. Canavan. That is in the files of the case. I do not have the 
files. 

Mr. Lisuman. Could we have that answer supplied for the record 4 

Mr. Canavan. Would you like a copy of the letter ? 

Mr. Lisuman. Yes, I would like a copy of the letter. 

Mr. Canavan. Yes, sir. 

Mr. Lisuman. But now I am going to get down to some specific 
questions. Did this reply of January 19 give you a list of the cus- 
tomers who have received this misbranded fabric? Did this reply 
inform you whether these customers had been notified of the mislabel- 
ing? Did this reply state how Northfield had corrected the fiber con- 
tent disclosure on any misbranded goods? And did it enclose samples 
of the corrected tags as required by this letter of December 4, 1953? 
Do you recall whether the January 19 letter contained any of that 
information ¢ 

Mr. Canavan. The reply to that letter of January 19? 

Mr. Lisuman. No. You said—— 

Mr. Canavan. Oh, wait a moment, that is the letter, I am sorry-—— 

As far as I can recall, it did carry the information we requested, 
or at least a part of it. 
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Mr. Lisuman. A part of it? 

Mr. Canavan. I’d have to see it to refresh my recollection. 

Mr. Lisuman. This morning we introduced in the record a memo- 
randum signed by Mr. Hannah apparently addressed to Mr. Murchi- 
son dated February 5, 1954, in which the January 19, 1954, letter is 
referred to, and it states, and I have read it once before: 

While Northfield Mills has not been quite as cooperative in furnishing de 
tailed information concerning the quantities and distribution of the questioned 
fabric, a general statement has been received from them (January 19, 1954) to 
the effect that any fabric hereafter produced by the corporation will be properly 
labeled— 
and so on. 

Now that would appear to indicate that the January 19 letter was 
in no sense a reply giving the information requested and required in 
your December 4, 1953, letter. 

Apparently it was merely a general statement promising that in 
the future the company wouldn’t do what it had been doing. But 
what I am getting at 

Mr. Canavan. That may beso. I can’t recall the letter. That was 
4 years ago. 

Mr. Lisuman. Did you make sure that those customers had been 
notified that they were selling a misbranded product ? 

I am repeating a question that we would like to have answered for 
this record. 

Mr. Hannan. May I answer that ? 

Mr. Lisuman,. Yes, sir. The record will show that Mr. Hannah 
is answering. 

Mr. Hannan. I believe that Mr. Titchell, the house attorney, had 
been down prior to this particular letter, himself, and furnished some 
information before that. 

It was along with the information which Mr. Titchell had conveyed 
to us at his call together with the material that he furnished in his 
letter of the 19th on which we felt satisfied in taking the action which 
was taken, we felt that it was not necessarily in the public interest 
to proceed further with the matter. 

We felt that the letter of the 19th supplied sufficiently the informa- 
tion without writing again. 

Mr. LisuMan. Well, as I understand it, according to the December 
30, 1953, memo, Mr. Titchell promised to supply information but 
didn’t supply it. 

Mr. Hannan. He gave us quite a bit orally. 

Mr. Lisuman. Did he supply anything in writing? 

Mr. Hannan. Evidently we wouldn’t have written this letter if he 
had given us all we expected. 

There was an instance, Mr. Lishman, where aside from what 
prompted Mr Canavan’s letter, that you are speaking of there was 
another instance that we had on a different fabric other than the 
Robert Lawrence fabric which was the subject of the denial on the 
controversy, 

We had information that some of another range was out in Galion, 
Ohio. We immediately sent an investigator to look into that matter, 
and found, I believe he found, that they had received some fabrics 
from Northfield which Northfield themselves had later told them 
contained nylon, and they reshipped it all back to the Northfield Mills 
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without use, and it was that letter that prompted, I mean that report, 
I believe, that prompted Mr. Canavan’s inquiry that you have just 
read, for further information. 

Mr. Titchell had been down in the meantime, sometime within that 
immediate period, in which he had told us his whole story, and we 
simply wanted more information. 

Mr. Lisuman. Mr. Canavan, I will ask you this question: With 
reference to this letter of December 4, 1953, requesting a list of 
customers and required the Northfield Mills to notify these customers 
of the misbranding, was this a routine kind of request that was made in 
similar cases ? 

Mr. Canavan. As was explained this morning, there have been 
several instances where we had come across nylon in woolen fabrics 
that was not disclosed on the fiber-content tags. 

This nylon was not on a notation that could be or should be put in 
without a disclosure on the tag. 

All of those cases—there were two or three of them—were closed 
in the same way as this one was, and the circular letter or bulletin was 
sent to the trade associations of the woolen mills and circulated 
through the press, calling their attention to the fact that such foreign 
fibers in woolen fabrics should be set forth. 

Mr. Lisuman. Mr. Canavan, what I am trying to get at is this: 
When you had this kind of mislabe ling with respect to other com- 
panies, wouldn’t the Commission, do you know, request or require the 
offender to supply th® Commission with a list of the names and ad- 
dresses of the customers who had received the misbranded fabric, and 
did the Commission require the offender to inform the Commission 
whether or not these customers had been notified of the mislabeling ? 

Was that customary ? 

Mr. Canavan. In many cases, or I would say perhaps in most cases, 
our inspectors are in the mill where the misbranding was carried on, 
and in such cases they go through the shipping records and note the 
customers to whom the goods have been sold. 

If the incident is a current one where we think we can catch the 
fabrics before they cut up into garments and get out into the general 
public, we do require the mills to relabel them. 

If the matter had happened several months previous or in the course 
of the season, why, it is not much use then of requiring the mills to 
go after the fabrics ‘bec ause they are gone. 

Mr. Lisuman. And it is a customary practice in this type of case 
for the Commission to require the offender to describe how he has 
corrected the fiber content disclosure on any misbranded goods, and 
to enclose samples of the corrected tags ? 

Mr. Canavan. Yes, sir. 

Mr. Lisuman. Was this done in the case of Northfield Mills, 
Inc. ? 

Mr. Canavan. I can’t recall offhand whether they ever actually did 
send in tags or not; but they assured us through their counsel, Mr. 
Titchell, that the matter had been taken care of. 

Mr. Lisuman. They gave you the assurance, but you never followed 
through to find out whether-—— 

Mr. Canavan. It may have been or it may not have been. I think 
one thing you should bear in mind, Mr. Lishman, is that the Wool Di- 
vision for the past few years has been trying to police the whole of 
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the United States with just a handful of people, and it is not pos- 
sible to follow down every detail in all of these cases. We just haven’t 
got the personnel. 

Mr, Lisuman. Yes, sir; I understand that. 

But what I am trying to establish is that this information that you 

required to be fur nished by Northfield Mills was a more or less routine 
requirement in this type of situation. 

Mr. Canavan. That is true. 

Mr. Lisuman. And is it correct in probably 99 percent of the cases 
where you have require d this information to be furnished, the offender 
has « vomplie d and furnished that information ¢ 

Mr. Canavan. I wouldn't like to say 99 percent. In most. cases, 

Mr. Lisuman. Most cases? 

Mr. Canavan. They do. 

Mr. Lisuman. And how about cases where they refuse to supply 
this information? What procedure does the Commission take ¢ 

Mr. Canavan. There is generally a followup when we can get 
around to the case to see what they have done on it, which was done 
in this case. 

There was a followup here later on, on these other complaints. 

Ir. LisuMan. Yes, but as I understand it, something— 

Mr. Canavan. One investigation ran into the other, as I pointed 
out. 

Mr. Lasuman. As I understand it, Northfield never did furnish the 
list of names and addresses of its customers wh6 had received the mis- 
branded fabric and they never informed you whether these customers 
had been notified of the mislabeling ? 

Mr. Canavan. On the fabric that was used by the Boston concern, 
that fabric had been made up specifically for them. 

The other fabric that we found was in Galion, Ohio, and apparently 
that was a special matter, too. 

Mr. Moss. Mr. Chairman, I would like to ask a couple of questions 
at this point for clarification. 

I am very much interested in the exchange of ao here. Do I 
understand that after directing the letter of December 4, 1953, there 
was no regular procedure in the Commission for following up a re- 
quest for additional information in a specific instance of violation? 

Mr. Canavan. I don’t think that that is entirely so. 

Mr. Moss. That is the impression I get. I would like to have it 
corrected. 

Mr. Canavan. Mr. Titchell, who is the attorney for the Northfield 
Mills, who is a resident up in Boston, as I recall came down and dis- 
cussed the matter with Mr. Hannah, and later followed it up with 
this letter that has been read by Mr. Lishman. 

Mr. Moss. The letter was not responsive to the December 4 letter, 
but let’s go to this matter of the discussions with Mr. Hannah. 

What type of record is maintained in a discussion of that type so 
that the information requested 1 is a matter of record $ 

Mr. Hannan. Mr. Congressman, Mr. Titchell, if my memory serves 
me, I most likely do have an office memorandum which in these cases 
is always made with respect to a call by an outside attorney for his 
client who wishes to discuss this and get various information. 

I feel sure that that is in the file. He gave us part of the informa- 
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tion which we were seeking while he was down here and we asked 
him to follow it up by letter from the Northfield Mills. 

As a matter of fact, Mr. Titchell explained to the best of my 
memory that as Mr. Secrest pointed out in his memo this morning 
that this material which was the subject of our inquiry which was 
gent to the Robert Lawrence Co., was fabric that had been made 
prior to the time that they had gotten this release from the Commis- 
sion or notice from the Commission or from the National Associa- 
tion of Woolen Manufacturers that it was possible for them to use 
any loan in the fabric. 

He explained that he thought it was—— 

Mr. Moss. You wrote here in your letter of December 4: 

Your letter states that all of the questioned fabric was sold to Haymarket 
Veterans Uniform Co., of Boston, Mass. 

However, your mill has apparently made additional style ranges of fabric 
containing wool, vicuna, and nylon as other garment manufacturers using your 
goods, with the same fiber contents, have been noted by our investigators. 

So you asked for a list. Did you ever receive the detailed informa- 
tion requested by this letter in any form, and if you did, what rec- 
ords do you have available for this committee supporting that? 

Mr. Hannau. I have a letter of Mr. Titchell that has already been 
spoken of here. 

January 19, there is a further letter which in my opinion and Mr. 
Canavan’s opinion was suflicient to close the matter out for the time 
being, provided they were kept under surveillance. 

Mr. Moss. The January 19 letter only gave assurance as to future 
conduct, didn’t it ? 

Mr. Hannan. I would have to see the answer. I don’t have it 
before me, Congressman. We had another letter, a letter from North- 
field Mills in part covering the assurances made by their attorney, 
Mr. Titchell, on November 17, 1953. 

Mr. Moss. Apparently that was not sufficient because this letter that 
you addressed to him was written on December 4, 1953. 

Mr. Hannan. Then the January 19 letter, whether or not it supplied 
all of that information I can’t say. I don’t have it before me. 

There isa possibility that it did not, Congressman. 

Mr. Moss. Mr. Chairman, I would like to request Mr. Hannah sup- 
ply for the record of this committee any memorandum he might have 
regarding the conversations with Mr. T itchell giving the det uils of the 
information requested in the December 4, 1953, letter. 

Mr. Hannan. Mr. Chairman, Mr. Moss’ request, the latter part of it 
may be I don’t understand, but I didn’t ask Mr. Titchell orally to 
supply that. 

It was in this letter of December the 4th that went forward, which 
requested the information which wasn’t sent in in his letter of Novem- 
ber the 17th. 

Mr. Moss. I think that we can agree that a letter of November the 
17th could not by any stretch of the i imagination be responsive to an 
inquiry signed by you on December 4. 

I am trying to find out whether you ever received the information 
requested in your December 4, 1953, letter. 

Mr. Hannan. I am sure part of it at least is in the January letter. 

Mr. Moss. You have indicated that there was a conversation between 
you and Mr. Titchell. 
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Mr. Hannan. That was back prior to the November the 17th letter, 
Mr. Congressman. 

Mr. Moss. Then what did we receive in response to the December 4, 
1953, letter ? 

Mr. Hannan. His letter of January the 19th. 

Mr. Moss. I think it has been generally indicated that that was not 
responsive as to any of the detailed information requested in the 
December 4 letter. 

Mr. Hannan. Congressman, I couldn’t agree to that that it wasn’t 
responsive at all. It contained quite a bit of information and I am 
sure it contained enough information to satisfy both me and Mr, 
Canavan that it was no longer necessary to pursue this nylon matter. 

Now this second letter—— 

Mr. Moss. You say the nylon matter? Your letter of December 4 
goes beyond just the nylon. It specifically states: “Ranges of fabric 
containing wool, vicuna, and nylon.” ; 

Mr. Hannan. That is what I meant. That was the Lawrence 
matter and that is what I was talking about here. 

That letter was written after we learned about the Galion, Ohio, 
incident which I just spoke of a minute ago. 

We learned that it wasn’t the only fabric that they had made up. 

We learned that they had sent some to Galion, Ohio, to the Strath- 
bury Manufacturing Co. there. 

We sent an investigator immediately there and he found out that 
they had returned the goods or were returning it on the basis of 
Northfield’s contact with them informing them “that it had a nylon 
content that was not disclosed. 

That was the basis for the December letter. 

Mr. Moss. Did the Northfield Mills then subsequently relabel this? 

Mr. Hannan. According to Mr. Titchell in his letter of the 19th, 
I am sure that was part of it. 

I don’t have the letter before me and I can’t say exactly. 

Mr. Moss. Do we have the letter ? 

Mr. Hannan. I am sure it would be in the formal file that you gen- 
tlemen have 

Mr. Moss. I would certainly like to have a copy of that letter in 
accordance with the information I requested. 

Mr. Hannan. It will be furnished to you. 

Mr. Moss. We should know the basis on which you make the state- 
ment that you are satisfied that you did receive complete response in 
this letter. 

Mr. Hannan. I didn’t say complete, Congressman, I said enough 
to satisfy us in my opinion that the matter could be sufficiently closed 
without any further action. 

Mr. Moss. It seems to me there was certainly a very charitable at- 
titude toward Northfield and its affiliates. 

Mr. Moutper. Mr. Chairman, if I am wrong let the chairman or 
this witness correct me. 

The letter of December 4, 1953, was the letter referred to by Mr. 
Sherman Adams in his letter to you. 

Now that being so, do you recall the approximate date when you 
say you had a telephone conversation or some contact between Mr. 
Adams and Mr. Howrey ? 

Mr. Hannan. Mr. Moulder, that was a year or so later. 
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Mr. Moutper. It was later? 

Mr. Hannan. Yes, sir. At the time when Mr. Mack—the materials 
of which he speaks, I had no knowledge of any inquiry of Mr. Adams 
whatsoever. 

Mr. Moutper. I understand that he did refer to this letter of De- 
cember 4 in his letter to the chairman of this committee. 

Mr. Hannan. The first I knew of it, Mr. Moulder, was when I saw 
it in the New York Times the other morning when he made it public. 

Mr. Howrey didn’t show me any letter that he had written or any 
memorandum he had written to Mr. Adams. 

As a matter of fact, Mr. Howrey never informed me that Mr. Adams 
had made an inquiry. He told me that someone, I gathered it was 
from the Hill, as you will see in my report in my comments, someone 
on the Hill was inquiring into the status of the matter. 

Mr. Moutper. In this letter he stated as I understand it in explana- 
tion that he was asking for an explanation of this letter. 

Having read this letter, do you think there is anything in this let- 
ter that needs an explanation ? 

Mr. Hannan. No,sir.I donot. The letter is clear and in my memo- 
randum to Mr. Howrey, I explained the exact thing that I explained 
to you gentlemen here today, why we were asking for the information. 

Mr. Moutper. Now I want to ask you this. As I understood Mr. 
Secrest this morning, it doesn’t matter about the percentage of dif- 
ferences in the materials used in the clothing. 

If it is mislabeled, it is misbranded and mislabeled regardless of 
whether it is 6 percent out of line or 1 percent, isn’t that correct ? 

Mr. Hannan. Technically, yes, sir. Technically you are absolutely 
right. 

Mr. Moutper. I call your attention—I am sorry that Mr. Secrest 
isn’t here—on page 12 of his statement he makes this statement: 

It was the Commission’s policy at the time the Northfield record of investiga- 
tion was under consideration as it is now, to certify records for misdemeanor pro- 
ceedings to the Attorney General under section 10 of the Wool Products Label- 
ing Act, only in those cases where it has reason to believe that a cease and desist 
order would not stop the misbranding of wool products by the respondent. 

Now I am not asking you to comment upon the policy that he refers 
to there, but does that policy assume on the part of the Federal Trade 
Commission an authority to forgive and forget and not enforce the 
law and not cause an enforcement unless they believe that the decree 
is such that it should be ? 

Mr. Hannan. Mr. Moulder. I believe that Mr. Secrest tried to 
explain this morning that he felt that the Commission’s power under 
their injunctive proceedings of the law, cease and desist order, was 
much greater, much more satisfactory in obtaining compliance with 
the law than is this little misdemeanor proceeding provided for in 
section 10. 

Mr. Movutper. That isthe very point. 

Mr. Hannan. Yes, sir. 

Mr. Moutper. Anybody could embark upon a program of willful 
mislabeling of products, knowing full well that that is the policy 
of the Federal Trade Commission, that all that will ever happen to 
him will be he will be told to stop and not be prosecuted. 
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Mr. Hannan. No, sir, he would get a cease and desist order like was 
issued in this partic ae ar case, which if he violates he would be charge. 
able and would be subject to a fine of $5,000 each day or each time that 
it was done. 

Mr. Movunper. But that is after the cease and desist order. 

Mr. Hannan. Yes, sir. 

Mr. Movtper. Yes, but I say he can go along safely without assum- 
ing any risk of criminal violation of the law or prosecution, knowing 
all the time that the only reaction he will be confronted with would 
be a cease and desist order. 

Mr. Hannan. It is not an ironclad policy, Mr. Moulder. 

Mr. Mounper. Then I am going to ask this question: 

At the time you made your recommendation did you know that that 
was the policy of the Commission ? 

Mr. Canavan. Mr. Congressman, I understood that it was the pol- 
ic y of the Commission not to send a great many cases over to Justice, 
only those which appeared to be most flagrant. 

Mr. Mounper. Then you considered this one to be extremely 
grant. 
~ Mr. Canavan. In my opinion it was. 

Mr. Mourper. That is all, Mr. Chairman. 

The Cwarrman. Mr. Lishman. 

Mr. Lisuoman. Mr. Canavan, I show you a letter dated January 12, 
1954, addressed to Northfield Mills over the signature of Mr. Hannah 
which appears to be prepared by you, and ask you if that is a fact. 

Mr. Canavan. That was a followup to the previous letter men- 
tioned. 

Mr. Lisuman. Mr. Chairman, I would like to have this letter in 
the record at this point. 

The Cuarrman. Are you going to read it in the record ? 

Mr. LisumMan. No. 

The Cuatrman. Let it go in the record. 

(The letter referred to is as follows:) 

JANUARY 12, 1954. 
NORTHFIELD MIL1s, INC., 


Boston, Mass. 
(Attention: Mr. Clarence Tichell. ) 


Dear Sirs: Reference is made to our letter of December 4, 1953, to your com- 
pany relative to the labeling of your fabrics containing nylon under the Wool 
Products Labeling Act of 1939. 

This letter advised you that our fieldmen had found Northfield fabrics con- 
taining nylon in the hands of garment manufacturers other than the Haymarket 
Veterans Uniform Co., of Boston, labeled as 10 percent vicuna, 90 percent wool. 
The fiber content tags attached to the fabric and the invoices covering the 
same from your company showed the goods to be a different range from that 
sold to your Boston customer. 

Our December 4 communication asked for the fabric range numbers of all 
Northfield fabrics containing nylon made during the previous year, the most 
amount produced and the quantity still on hand. Our letter also inquired what 
steps had been taken by your firm to relabel the material in stock and to notify 
your customers who had received misbranded fabrics, and in addition, it re 
quested samples of corrected fiber content tags. To date, however, no reply has 
been received to our inquiry. 

An immediate reply to our letter will be appreciated as it may assist us in 
resolving the disposition of this case without additional investigation. 

Sincerely yours, 
HarveEY H. HANNAH, 
Chief, Division of Wool and Fur Labeling 
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Mr. Lisuman. I wish to point out that the December 4 letter re- 
quested considerably more detailed information than this one re- 
quired ; is that a fact? 

This did not apparently require the listing of customers and notifi- 

cation of customers as to the misbranding. 

Mr. Canavan, are you aware that in “August and September 1954, 
the Commission’s attention was called to the fact that Goldfine’s 
companies, Strathmore and Lebanon, had been misbranding in cer- 
tain fabrics the amount of camel’s hair contained therein ? 

Mr. Canavan. Yes, sir. 

Mr. LishMan. Will you please describe the investigation made by 
the Commission concerning this camel’s-hair misbranding. 

Mr. Canavan. The camel’s-hair incident I believe grew out of a 
complaint that. we received that some coats were observed, I believe, 
in New York that were labeled, as I recall it, as 100 percent camel’s 
hair or 75 percent camel’s hair; is that correct? 

In following through on the complaint it was found that they 
were made by a California manufacturer, and our investigators in 
California were asked to follow down to ine garment manufacturers 
to discover if they were misbranding their garments or what fabrics 
they were using. 

One was a hundred-percent camel’s hair, the other was 75 percent 
wool and 25 percent camel’s hair. It was found that the fabric used 
in these coats came from two different concerns. One was Brook- 
shire Woolen Co. in Los Angeles, and the followback was in San 
Francisco. The Brookshire Woolen Co. was in Los Angeles. And 
the other of the fabric had been received from a Maxwell Shapiro 
Woolen Co., of Boston, Mass. In the course of time we got 
down to Brookshire Woolen Co. and it. was disclosed that the fabric 
had come from Lebanon Woolen Mills. The Boston lead was fol- 
lowed back and it was found that that fabric had come from the 
Strathmore Woolen Co. 

Mr. Lisoman. What action did the Commission take with respect 
to this misbranding of fabrics allegedly containing camel’s hair? 

Mr. Canavan. We requested the New York office to check in New 
York for any further use or any more of the fabrics from Northfield, 
Lebanon, or Strathmore Woolen Co. 

Before that matter could be cleared up, why we ran into this 
guanaco matter which we followed through, which resulted in the 
order that we have against this firm. 

Mr. LisumAn. And does that include the camel’s hair matter as 
well ? 

Mr. Canavan. The camel’s hair matter was not checked into in 
detail becanse of the fact that we were picking up evidence of this 
guanaco which was easier for us to prove. 

Mr. Lisuman. Did you drop the camel’s hair matter or how has 
that. been concluded ? 

Mr. Canavan. Our order covers ail of these fabrics, whether they 
are made from camel’s hair or from guanaco or from whatever, nylon, 
or anything else. It would have been just an accumulation of evi- 
dence to have gone into that. in more detail. 

Mr. Lisuman. I have no further questions of Mr. Canavan, Mr. 
Chairman. I do have a few questions to ask Mr. faties if I may. 

Mr. Hannah, can you discuss the substance of the conversation you 
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had with Mr. et from Northfield in any meeting you had prior 
to November 17, 1953? 

Mr. Hannan. ow ould you repeat the question, please ? 

Mr. LisuMan. I would like to have you state the substance of any 
conversations you held with Mr. Titchell, the attorney for North- 
field, at any meeting you had with him prior to November 17, 1953, 

Mr. Hannan. As I remember, Mr. Titchell’s visit at that time was 
in November, some time prior to that letter. 

He was explaining the Robert Lawrence matter, the matter in 
which a small amount of nylon was found in the Robert Lawrence 
goods which were ready for shipment. He came down to explain 
that those goods which had been shipped to Robert Lawrence there 
in Massachusetts—Boston, I believe—by his client, were manufac- 
tured back before July of the previous summer, a few months back 
when the Commission issued its release or the statement of the Na- 
tional Association of Wool Manufacturers, came to their knowledge 
that they could not put small quantities of nylon in their yarns for 
strengthening purposes without fully disclosing such fact on the label. 

They contended that they were misinterpreting the statute up until 
that time. They stated that since that time that they had stopped 
using nylon as structural fiber, but were only using it in small quanti- 
ties for decorative purposes, which there is a 5-percent exemption un- 
der the terms of the statute itself. 

Now that was the gist of his call explaining that. I believe he also 
explained that this particular fabric was made back before July for 
the Robert Lawrence Co., and I was of the opinion at that time that 
that was all that they had; I mean besides that that they did not have 
any other. 

That was the gist of the conversation. 

Mr. LishM, an. Mr. Hannah, were you satisfied with the November 
17, 1953, letter from Northfield Mills as being in compliance ? 

Mr. H ANNAH. It covered part of the matters, Mr. Lishman. It did 
not cover—during that time, a very short time afterward, I do not 
know whether it was before that time or not—let’s see, we had another 
complaint. That was on the 13th, yes. On the 13th of November we 
had received this complaint about the Galion, Ohio, fabric which I 
have already explained and Mr. Canavan has referred to. 

The letter was not sufficient to cover whether or not there was any 
other range on hand or being used by them. 

Mr. Lisuman. On December 30, 1953, Mr. Hannah, did you havea 
call from former Chairman Howrey ? 

Mr. Hannan. I did. 

Mr. Lisoman. What was that call about ? 

Mr. Hannan. Mr. Howrey, on December 30, 1953, called and re- 
quested a detailed memorandum pertaining Any our current investiga- 
tion of Northfield Mills. 

That was at his request, and I furnished him on the same date. 

Mr. Lisoman. You furnished him with a memorandum dated De- 
cember 30, 1953 ? 

Mr. Hannan. Right. 

Mr. Lisaan. Do you have a copy of that memorandum with you? 

Mr. Hannan. Yes, I believe I do. Yes, sir; I have that memoran- 
dum, a copy of it. 
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Mr. Lisuman. Did Mr. Howrey tell you why he was interested in 
this case ? 

Mr. Hannan. To the best of my memory, Mr. Howrey indicated 
that he had had a call from the Hill, as I remember, and that was all. 

Mr. Lasuman. I would like to have incorporated in the record at 
this point memorandum dated December 30, 1953, to Chairman Ed- 
ward F. Howrey from Mr. Harvey H. Hannah. 

(The document referred to is as follows :) 


FEDERAL TRADE COMMISSION, 
December 30, 1953. 
To: Chairman Edward F. Howrey. 
From: Harvey H. Hannah, Chief, Division of Wool and Fur Labelling. 
Subject: Northfield Mills, Northfield, Vt. 


In response to your request for a memorandum pertaining to the current inves- 
tigation by this Division of the above-named mill, the following is respectfully 
submitted. 

Misbranding of fabrics by the above-named mill was suspicioned by Division 
inspectors during the spring and summer of 1953, especially with respect to fabrics 
labeled by them as 100 percent cashmere. A routine inspection of the concern’s 
mill, however, failed to confirm this suspicion inasmuch as the manufacturing 
records of the concern fully supported the content designations placed by them 
upon their cashmere and part cashmere fabrics. No fiber content analysis of 
the concern’s fabrics was made. As a result of this inspection, however, review- 
ing Attorney Canavan recommended because of apparent factual discrepancies 
appearing in the inspection record that the concern remain under surveillance 
by the Division and that reinspection of their labeling practices be made at a 
later date. Copy of Mr. Canavan’s memorandum in this regard is attached and 
marked “Exhibit A.” 

On November 3, 1953, Einiger Mills through the law firm of Frederick BE. M. 
Ballon, of New York, contacted this office and lodged a complaint against Robert 
Lawrence, Inc., a coat manufacturer of Boston, Mass., operating under the trade 
name of Leopold Morse, who was using Northfield fabrics labeled as 90 percent 
wool, 10 percent Vicuna but which, in fact, contained quantities of nylon fibers 
up to and exceeding 11 percent. The labeling practices of Einiger Mills had 
recently undergone an inspection by this Division as a result of a complaint 
to the effect that Einiger was using small quantities of nylon in its fabrics 
labeled and marketed as 100 percent cashmere. Cooperation was obtained from 
Einiger Mills in correcting its deficient practices and the Division was advised 
that none of the fabrics containing the small percentages of nylon would be manu- 
factured in the future without the nylon content being properly disclosed on the 
required labels. A representative of Einiger Mills, however, stated he felt that 
other fabric manufacturers who were also using small percentages of nylon in 
their all-wool or all-cashmere fabrics without disclosure should likewise be forced 
to discontinue the practice. The misbranding of the Northfield fabrics came to 
Biniger’s attention through their analysis of the concern’s fabric in connection 
with a suit in the Federal district court in Boston, Mass., wherein they success- 
fully enjoined Robert Lawrence, Inc., from use of the trade name “Vicunamb” on 
garments made from the Northfield 10-percent Vicuna fabric, the same being an 
infringement of their trade mark rights under the name “Vicunaire.” In addi- 
tion to Einiger’s complaint to the Commission against Robert Lawrence, Inc., they 
also complained directly against Northfield Mills as well as Stratbury Manufac- 
turing Co., of Galion, Ohio, another coat manufacturer using Northfield fabric 
containing an undisclosed amount of nylon fibers. The latter concern was also 
using a trade name which they considered an infringement upon their trade- 
mark name. 

Investigation into Einiger’s charges has been made with respect to all three 
of the concerns complained of and it is believed that each of the garment manu- 
facturing concerns has brought about full correction of its practices on a voluntary 
cooperative basis. 

In connection with the Division’s investigation of Northfield, Mr. Clarence 
Tichell, of Boston, Mass., counsel for the concern, called at this office and admitted 
the use of small percentages of nylon by his clients in the Robert Lawrence fabric 
purchases and assured us of immediate correction. He stated that prior to a 
release by this office during the early part of July with respect to various mills 
using undisclosed percentages of nylon fibers in fabrics marked as 100 percent 
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wool or 100 percent cashmere, that his client had been guilty of the practice 
charged and that the fabric sold to Robert Lawrence, Inc., was some of the fabrie 
manufactured prior to the release. He stated that his concern would take imme. 
diate steps in relabeling this fabric and that inasmuch as all of it had been 
sold exclusively to the Robert Lawrence Co. that his company would have little 
difficulty in making amends for the misbranding of the fabrics. He pointed out, 
also, that Bernard Goldfine, the principal stockholder and guiding light of North- 
field Mills, was financially interested in the Robert Lawrence Co. through certain 
credit extensions to such organization. He stated that his client would imme. 
diately relabel any stocks on hand of the misbranded fabrics and that he would 
have them advise this office as to their actions in this respect. He further stated 
that his client would advise us as to any other fabrics manufactured by them 
which contained undisclosed amounts of nylon fiber. Following Mr. Tichell’s 
visit a letter was received from Northfield Mills, Inc., dated November 17, 1958, 
in part covering the assurances made by Mr. Tichell, however, no samples of 
corrected labels were furnished nor was any mention made as to what action 
had been taken to relabel any of the misbranded stocks on hand or whether or 
not any other ranges of fabric manufactured by Northfield were in a similar 
position and if so the quantities thereof, and what action has been taken with 
respect to them. After receipt of this letter investigators of the Division learned 
that concerns other than Robert Lawrence, Inc., were using a different range of 
fabric allegedly containing 10 percent Vicuna which also contained undisclosed 
amounts of nylon fiber. This fact was brought to the concern’s attention by letter 
from this Division dated December 4, 1953, to which no reply has as yet been 
received. In the letter of December 4 it was requested that we be furnished with 
a complete statement as to all ranges and fiber contents of fabrics which the mill 
had made during the past year containing undisclosed quantities of nylon. The 
yardage of such fabrics produced was also requested as well as the amount 
presently on hand at the mill and in the warehouses of the concern’s various 
selling agents. Northfield was further requested to advise this office of the 
names and addresses of their customers who had received the misbranded fabrics 
and inform us whether or not they had been notified of the nylon content of the 
material so that they could correctly label any garments manufactured therefrom 
in the future. Samples of corrected labels for the misbranded fabrics on hand 
were further requested. 

It is believed that this further inquiry of December 4, 1953, together with the 
open declaration of Einiger’s counsel to Northfield that Einiger was bringing 
the matter to the Commission’s attention, prompted Northfield’s contact with the 
Hill. The purpose of our further inquiry was to obtain additional evidence 
for the Northfield file as well as further assurances of correction on which the 
matter could be disposed of on an informal basis. 

Respectfully submitted. 

Harvey H. HANNAH, 
Chief, Division of Wool and Fur Labeling. 


Mr. Hannan. I would like to make one other remark with regard 
to this memo. 

As soon as I got the call from Mr. Howrey, I contacted Mr. Canavan 
who assisted me in the preparation of this memorandum which was 
sent to him that afternoon. 

Mr. Lispman. Did you prepare a memo February 5, 1954, for 
Mr. Murchison, who was Mr. Howrey’s assistant? I have a copy of it 
here. 

Mr. Hannan. On February 5, 1954—no, February 3, 1953, I got a 
phone eall from David Murchison of Chairman Howyrey’s office re- 
questing a memorandum relative to the present status of Northfield 
Mills matter and requesting a memorandum on the same. 

On February 5,2 days later, a memorandum went forward. 

Mr. Lisuman. Mr. Chairman, I would like to have incorporated 
in the record at this point the memorandum of February 5, 1954, from 
Mr. Hannah to Mr. David C. Murchison, who was then assistant to 
Chairman Howrey. 


The CoarrmMan. Let it be received. 
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(The memorandum referred to is as follows :) 


FEDERAL TRADE COMMISSION, 
February 5, 1954. 
To: Mr. David C. Murchison. 
From: Harvey E. Hannah, Chief, Division of Wool and Fur Labeling. 
Subject: Northfield Mills, Inc., and Robert Lawrence, Inc. 

Subsequent to my memorandum for the Chairman dated December 30, 1953, 
followup letters were sent to the above-named corporations relative to our 
unanswered inquiries of December 4. The inquiries pertained to their respective 
labeling and marketing of fabric and wearing apparel without disclosing in 
the required fiber content information under the Wool Act the presence of ap- 
proximately 10 percent nylon fiber. 

We have now received letters from both concerns. The Robert Lawrence 
Corp. has fully cooperated by sending in evidence of their present compliance as 
well as assurances that the practice will not be resumed. While Northfield 
Mills has not been quite so cooperative in furnishing detailed information con- 
cerning the quantities and distribution of the questioned fabrics, a general state- 
ment has been received from them (January 19, 1954) under the signature 
of Clarence Tichell, attorney, to the effect that any fabric hereafter produced by 
the corporation will be properly labeled and that all stock on hand which had 
been improperly labeled has now been relabeled to comply with the provisions of 
the law. In view of this statement, together with information previously 
furnished by representatives of the corporation, it is felt that the matter per- 
taining to the concern’s failure to disclose small percentages of nylon in certain 
of their fabrics may be closed pending a check on the concern’s fabrics at a 
later date. 

Harvey H. HANNAH, 
Chief, Division of Wooland Fur Labeling. 

Mr. Listiman. Did Mr. Murchison indicate to you what his interest 
was In this particular case ? 

Mr. Hannan. He did not. He simply wanted to know what had 
happened. 

Mr. Listiman. Is it routine for the Chairman’s office to call for the 
status, A report on the stat us of such pro ‘eedings as this one? 

% vr ’ ° 1 ° ’ Y ° 

Mr. Hannau. We have calls, Mr. Lishman, from not only the Chair- 
man, but from others in the Commission asking the status of cases. 
They have inquiries from Congressmen and from other people that 
they have to answer. That is not an unheard-of-question. 


Mr. Lisuman. Now, in the concluding sentence of your report, it is 
said in part, and I am quoting from the February 5 report: 

It is felt that the matter pertaining to the concern’s failure to disclose small 
percentage of any loan in certain of their fabrication may be closed pending a 
check on the concerned fabrication at a later date. 

Do you still feel it was proper to close this matter ? 

Mr. Hannan. I do, under the standards which we have administered 
the Wool Products Act. We try to be fair to everyone. \\ e try not 
to be in the role of persecutor. We try to seek out compliance with 
the statute at the consumer level as we believe that Coneress intended. 

Mr. Lisiman. What steps have you taken to check on Northfield’s 
fabrication since this case was closed ? 

Mr. HANNAH. You mean since we took the cease and desist order, 
Mr. Lishman ? 

Mr. Listiman. Since the nylon case was closed. 

Mr. Hannan. After the nylon case was closed, our entire staff stayed 
alert to watch for Northfield Mills materials. During that time, Mr. 
; > s a 
Canavan reminds me that there were some 20 or more pieces of fabric 
tested with the guanaco content that had no nylon in it at all. It was 

cashmere; also cashmere fabrication. 
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We were continuing our surveillance of this firm along with the sur. 
veillance of other firms who had formerly used nylon. 

Mr. Lisuman. If the Chairman of the Commission had not shown 
such interest in this matter, do you believe this proceeding might have 
been concluded in a different manner than it was? 

Mr. Hannan. No, sir, I do not. 

At the time Mr. Howrey called me and requested my report, we 
were simply trying to get some verbal assurance from Northfield, 
something that we could dispose of the matter on. We didn’t w ant 
to bring a complaint merely on the basis of a small amount of nylon 
being added to a fabric which really helped the fabric rather than 
hurt it in any way. 

Mr. Lisuman. But, Mr. Hannah, is it not a fact that after your 
meeting with the Chairman in his offic e, you didn’t pursue as vigorously 
as you might h: 6 the information requested i in your December 4 letter, 

Mr. Hannan. I didn’t have a meeting with Mr. Howrey in my office, 

Mr. LisuMan. Contacts with the Chairman’s office ? 

Mr. Hannan. What is that? 

Mr. Lisuman. Your contacts with the Chairman. 

Mr. Hannan. I had no other contacts except those that have been 
right here on the record, Mr. Lishman. 

Mr. Lisuman. I am talking about with the Chairman’s office. 

Mr. Hannan. With the chairman’s office, either Mr. Murchison or 
the chairman. We had no discussion of this case other than the ones 
that you have copies of my memorandums which are in the file. 

Mr. Lisuan, I will rephr: ase the question. 

After you had been requested to supply memorandums both to the 
chairman and to his assistant, why didn’t you pursue as vigorously 
the information required and requested in the December 4 letter 
which had been addressed to Northfield Mills? 

Mr. Hannan. We received on January the 19th sufficient informa- 
tion on which we could conclude that the matter was something that 
had happened back in July. The goods had been manufactured then. 

We concluded that that was true. We had assurance from them that 
they were not m: aking any more nylon fabrication. And further we 
had them under surveillance. We intended keeping them under sur- 

veillance. 

Mr. Lisuman. I understand, Mr. Hannah, that you got assurance 
and that you were keeping them under surve ‘illane e, but why didn’t you 
insist that they supply you with the list of customers and notify those 
customers of the misbranding ? 

Mr. Hannan. Well, one reason, I presume, was lack of personnel 
to go through all of that with respect to such a small matter when 
we have many other more important cases pending, ones that needed 
investigation by a limited staff. We have to economize in every pos- 
sible way on personnel. 

We felt that that fact that they had assured us that they were not 
using any nylon any more, and that they had shown that in this Ga- 
lion, Ohio, matter by telling the customer there about the nylon, and 
having received it back, we felt that it wasn’t of sufficient public inter- 
est to pursue the nylon part of it any further. 

Mr. Lisnman. Mr. Hannah, are you familiar with Governor Adam’s 
letter to Chairman Harris of June 12, 1958, and the enclosed memo- 
randum from Chairman Howrey ? 
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Mr. Hannan. I have never seen it except in the New York Times. 
That is all I know about it. 

Mr. Lisuman. I will now read you part of this letter. 

Mr. Hannan. All right, sir. 

Mr. LisuMan (reading) : 

Late in 1953, Mr. Goldfine gave me a letter he had received from the Federal 
Trade Commission, Wool Labeling Division, and asked me what had prompted 
it. I called the Chairman of the Federal Trade Commission, Edward F. Howrey, 
on the telephone, and asked if the information Mr. Goldfine desired could be 
made available to him. 

Now, Mr. Hannah, you were familiar with all the phases of this 
proceeding at the Commission, isn’t it a fact that Mr. Goldfine and his 
company, Northfield Mills, were thoroughly familiar with what had 
prompted your letter of December 4, 1953 

Now, I say this because you had a prior interview with Mr. Titchell, 
the attorney, which you have testified about, and the letter of Novem- 
ber 17, from the president of Northfield Mills which clearly showed 
the Federal Trade Commission was the one seeking information from 
Mr. Goldfine and his companies, and it wasn’t as Governor Adams 
states that information was being sought from the Commission. 

Now, isn’t it a fact that Mr. Goldfine and his company, Northfield 
Mills, were thoroughly familiar with what prompted your December 4 
letter ? 

Mr. Hannan. My December 4 letter, I presume that they must have 
understood. It wasclear. I think it is clear. I think both of our let- 
ters that we have written them are surely capable of being understood. 

Mr. Lisuman. Could you have made it more clear as to what 
prompted your letter, to advise them of the mislabeling ? 

Mr. Hannan. I don’t know about that. I think it was sufficiently 
clear. 

Mr. LisumMan. Were you present in April 1955 when Mr. Goldfine 
and his son, Horace, conferred with Chairman Howrey at the Com- 
mission ¢ 

Mr. Hannan. Iwas. I wascalled to his office. 

Mr. Lisoman. Who called you to the office ? 

Mr. Hannan. Mr. Howrey. 

Mr. Listrman. Who else was present ? 

Mr. Hannan. Mr. Murchison, Mr. Horace Goldfine, Mr. Bernard 
Goldfine, and I am not sure whether Mr. Titchell attended that con- 
ference or not. I don’t remember anything that he said. Frankly, 
I am not too sure that he was there, but I know he was in a conference 
later when the gentlemen left Mr. Howrey’s office and came to my 
office. Mr. Titchell was present at the second conference. I can’t 
be sure that he was at the first one. Perhaps Mr. Howrey’s records 
will show that. 

Mr. Listman. Was this the conference at which you said you heard 
Mr. Goldfine request someone to get Mr. Sherman Adams on the 
phone? 

Mr. Hannan. That is correct, sir. It is the only conference, the 
only conference that I have ever seen Mr. Goldfine. 

Mr. Lisnman. Did you submit a memorandum of March 13, 1956, 
to the Bureau of Litigation concerning the Goldfine company ? 

Mr. Hannan. I did. 
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Mr. Lisuman. I would like to have this memorandum from Mr. 
Hannah to the Bureau of Litigation dated March 13, 1956, included 
in the record at this point. 

Mr. Hannan. Mr. Lishman, would you like me to read it? 

Mr. Lisuman. I'd like you to read it, yes, sir. 

The Cuarrman. You may read it in the record. 

Mr. Hannan (reading) : 


Memorandum to the Bureau of Litigation from Harvey H. Hannah, Chief, 
Division of Wool, Fur, and Flammable Fabrics. Subject: Application by the Fed. 
eral Trade Commission for issuance of a complaint against Northfield Mills, 
Inc., et al, file number 5520583. 

Jased upon the record of investigation, Investigator Scott and Project Attor. 
ney Canavan recommend complaint charging violation of the Wool Products 
Labeling Act. 

In this, I fully concur. The record of investigation discloses multiple instances 
of misbranding by the respondents over the past few years. 

During the period respondents were given every opportunity possible to bring 
their labeling practices into full compliance with the law. 

Despite repeated assurances of correction, they have from time to time con- 
tinued to misbrand certain of their fabrics. 

The latest evidence of misbranding involves misrepresentation as to the 
amount of guanaco fibers contained in certain of their fabrics. 

The misrepresentations vary from 9 to 19 percent, and at an earlier period 
prior to the time respondents were notified as to the true content of their al- 
leged guanaeco stock by their suppliers, the misrepresentation was much higher. 

Mr. Canavan feels that inasmuch as the respondents continue to misrepresent 
the percentage of guanaco fiber appearing in their fabries subsequent to the 


time which they had reason to believe that their so-called guanaco stock con- 


tained only a very small percentage of guanaco fiber, that their actions amounted 
to a willful and deliberate flaunting of the law. 

Upon such premise he recommends that the facts in this case be certified to 
the Attorney General for criminal proceedings under the provisions of Section 10 


of the Wool Act. 
In this recommendation I do not concur, although the respondents’ most recent 


misbrandings might, in certain respects, be interpreted as willful. 

The facts show that the questioned guanaco stock was purchased by and 
invoiced to them as guanaco. 

The stock was already on hand and-in the process of being made into fabric 
at the time they were notified by their source of supply at the instance of the 
Commission investigator that the stock which they had purchased in fact con- 
tained only a small percentage of guanaco fiber, the remainder being predomi- 
nantly muskrat and other fibers 


Respondent Goldfine stated to our investigator that inasmuch as they had 
already accepted contracts for guanaco branded fabric, and that they had no 
means of purchasing new guanaco stock at this time. that they were constrained 
to use up the stocks on hand in fulfilling their contractual obligations. 

They made no further purchases of the questioned stoc! Practically all of 
the guanaco blended fabrics marketed by them after such time were labeled 90 
percent wool, 10 percent guanaco, when in fact the guanaco fibers were present 
only in minute quantities with the rest of the 10 percent being made up of 
fibers from other fur bearing animals. 

From the standpoint of quality, the purchasers of the misbranded fabrics were 
in no sense harmed in that the fur fiber substituted for the guanaco was at 
least of equal quality. 

The project attorney concedes that if a criminal charge is to be filed, that an 
expert microscopist must be hired to analyze the Commission’s fabric exhibits. 
Such services are expensive and at best there is a certain margin of error which 
must be recognized in their reports. 

The admissible facts contained in the record of investigation herein, in the 
opinion of the writer, fall short of showing beyond a reasonable doubt. which 
is the test in a criminal proceeding, that the respondents willfully mishranded. 

Neither do they present the aggravated type of violation which would jus- 
tify a misdemeanor proceedings. 

A cease and desist order against the respondents will undoubtedly suffice to 
protect the public interest at the present time. 
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It is therefore suggested’ that the Commission proceed as expeditiously as 
possible in seeking an order to cease and desist against the respondents for vio- 
jations of the Wvol Act and that no certification of the facts be made to the 
Attorney General for criminal prosecution. 

Respectfully submitted. 

HarveY H. HANNAH, 

(Marked for approval, Harry Babcock, Director of the Bureau of Investiga- 
tion). 

He did not approve my memorandum. an wrote a separate one 
of his own after a conference with both Mr. Canavan and I over 
long period of time, discussing the case back “a forth. 

Mr. Lisuman. Yes, sir, and for separate reasons he concurred in 
your recommendation, Mr. Babeock did. 

’ Mr. Hannan. I don’t know whether they were entirely separate 
reasons but he wanted to write his own memorandum. 

Mr. Lisunwman. Mr. Hannah, isn’t it a fact that this memorandum 
you have Just read rec ommending against criminal proceedings is based 
almost so lely on the fact that the Goldfine companies had misrepre- 
sented the percentage of guanaco in their fabrics after they had 
learned that. their so-called guanaco stock contained only a small per- 
centage of that fiber. 

Mr. Hannan. My concurring in Mr. Canavan’s recommendation 
that a complaint be expediti ously filed was based on the entire rec- 
ord of investigation w hic h Mr. Canavan had in a very detailed man- 
ner outlined in his report. 

Mr. Lisuman. Now is it not a ig that the lengthy report of a 


Canavan, which is already in the 1 cord, recon mendins yr in stitut 
of criminal proceedings was Nee not only on misreprese nt: ‘San 
of the percentage of cuanaco in the fabries but. was based on a large 


continuing number of a series of willful and vebonelle ated vielstione 
by the toldfine Co. beginning back in 195: 

Mr. Hannan. I think, Mr. Lishman, that if you will analyze the 
record carefully, you will find that the only evidence of willfulness, 
of willful deliberate violation, was limited to the Guanaco features of 
the complaint. 

It was after they had become aware by their supplier that the 
goods didn’t contain 100 percent guanaco stock, they used some of 
their stock in what we call low end fabrics. 

They put it in those fabrics which they marked 10 percent guanaco. 
At the time when they were told about its content being only a part 
guanaco, they were manufacturing a high percentage of guan: ico 
fabrics, and as [ understand it, they aheneal the practice immediately 
and the willful part was with regard to the low end 10 percent 
quanaco. 

Mr. Lisuawan. Is it not a fact that after the Goldfine companies 
learned that their stock was not guanaco, thes nevertheless continued 
to make and sell fabrics labeled as 10 to 15 percent guanaco, some of 
which did not even contain that proportion of the supposed guanaco ? 

Mr. Hannan. That is what I explained in the memorandum I just 
read, Mr, Lishman. 

Mr. Lisuman. Now in your memorandum, you make the statement 
that. from the standpoint of quality, the purchasers of the misbranded 
fabrics were in no sense harmed in that fur fiber substituted was of at 
least an equal quality. 
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Now is it not a fact that the Wool Labeling Act was enacted to pre- 
vent deception of the customer to induce him to pay a higher price 
than he would if he knew what he was getting ? 

The fact that the Federal Trade Commission or anyone thinks that 
rabbits hair, for example, is of equal quality to guanaco, does not 
justify the manufacturer in selling rabbit hair labeled as guanaco 
and obtaining a higher price by reason of such presentation. 

Now is that a correct statement ? 

Mr. Hannan. It certainly is, but in this case we were seeking a 
cease and desist order in which everyone recommended along with 
Mr. Babcock and myself. 

We felt if we could tie down Mr. Goldfine and each of his corpora- 
tions and him personally, his son personally, that we would have a 
very good chance of doing so. That we carried out to the letter. 

Mr. Bennett. Will you yield, Mr. Lishman? 

Mr. LisoMman. Yes, sir. 

Mr. Bennett. The fact that you were satisfied that you could pre- 
vent this kind of practice in the future, was that any justification for 
forgiving what happened in the past ? 

Was that not in effect what you were doing? 

Mr. Hannan. Mr. Congressman, we don’t on a cease and desist 
order, as forgiving and forgetting. 

That is the remedy that the Congress put in the statute to— 

Mr. Bennett. They put two remedies in, did they not? 

Mr. Hannan. Yes, sir. 

Mr. Bennetr. Two remedies. 

Mr. Hannan. Yes, sir. 

Mr. Bennerr. And they are concurrent. They both may be 
invoked, may they not? 

Mr. Hannan. That is correct, they may both be invoked. 

Mr. Bennett. And if you invoke the one that provides for criminal 
penalties, you are then penalizing the offender for something he has 
already done, is that not true? 

Mr. Hannan. That is true, but that doesn’t keep him from doing it 
every day in the week, though. 

Mr. Bennett. Just a minute. When you invoke the cease and 
desist, you look to the future. 

Mr. Hannan. Right, sir. 

Mr. Bennett. You say: 

We have got proof that you did this in the past. We are going to forget about 
that, but don’t do it in the future or you will be punished for contempt. 

Is that not the sum and substance of the procedure ? 

Mr. Hannan. That is correct. It is not a contempt. It is a viola- 
tion of the order. It is not like a 

Mr. Bennett. It has the same effect as far as the penalty is 
concerned. 

Mr. Hannan. That is correct. 

Mr. Bennett. It provides for a summary fine or something of that 
sort for a violation ? 

Mr. Hannan. The fine is $5,000 for each time they do it, each 
day. 
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Mr. Bennerr. Now do you say that the evidence in the case we are 
talking about, the guanaco, was unintentional on the part of North- 
field ? 

Mr. Hannan. The latter part evidently was intentional. The part 
where they used up their remaining stocks in low end fabrics it would 
appear intentional, yes, sir. 

Mr. Bennett. So that if it was intentional it was a violation? 

Mr. Hannan. As to that particular part of it, yes. I made that in 
my memorandum here. 

Mr. Bennett. In spite of the fact that you concluded it was inten- 
tional or willful, you still recommended that nothing be done about it. 

Mr. Hannan. ’ Misdemeanor proceedings ? 

Mr. Bennett. The only thing you could do about a past violation 
would be to follow your complaint, your criminal proceedings, is that 
not true? The cease and desist looks to the future. 

Mr. Hannan. That is correct, sir. 

Mr. Bennett. The only thing you can do for a past violation is to 
prosecute for this misdemeanor q 

Mr. Hannan. That is right. I felt that the injunction was prob- 
ably more necessary at the time. 

In the one or two cases that we have referred over, as Mr. Secrest ex- 

lained this morning, we have not been too successful in two of them 
mn which the record of one of them was a much, much better record than 
this involved. On one case we got only a $60 fine and we probably 
spent $1,500 bringing witnesses in to testify. We felt definitely that 
the cease-and-desist order in this case was the remedy. 

Had we certified it to the Attorney General, we w ould have had to 
either forestall our case or make a complete copy of the entire record 
and exhibits so that both of us would have a set of records to proceed 
with. 

Mr. Bennett. You were afraid you could not get a conviction, is 
that why you recommended—— 

Mr. Hannan. I was afraid that this record would not support be- 
yond a reasonable doubt, which is the criminal requirement to sustain 
acriminal action. I thought that if the evidence went in, that North- 
field had purchased this stuff as 100-percent guanaco, which there is 
no question 

Mr. LisomMan. May I interrupt at this point ? 

Mr. Hannan. That the jury would allow them to use it. 

Mr. Lisnman. May I interrupt at that point? Did the Commission 
wer investigate to see whether or not Mr. Goldfine and his companies 
when they purch: ised this stock should have known from the very price 
that was charged them that it was not guanaco? Did they ever in- 
vestigate that ? 

Mr. Hannan. The investigation covered the whole subject matter. 

Mr. Lisuman. I am asking that question then of Mr. Canavan. 

Mr. Canavan. That is a pretty hard thing to prove, whether they 
knew it or not. 

Mr. Lisuman. What was the price charged ? 

Mr. Canavan. The price should have been an indication that per- 
haps it was not what it was labeled. 
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Mr. Lisuman. If I told you that the price charged was between $3 
and $3.70 a pound, would that not indicate to you that they must have 
known it was not guanaco ? 

Mr. Canavan. It was a very reasonable price for guanaco at that 
time. 

Mr. Lisuman. So that when you are relying on the fact that Mr, 
Goldfine and his companies had ‘been imposed upon by their supplier, 
I am asking you what investigation was made to find out whether that 
was true. 

Mr. Hannan. Mr. Lishman, I do not think you will find those facts 
in the record. That was one of the reasons that I did not recommend 
criminal action. 

Mr. Listrman. I am asking you why they are not in the record. I 
am not saying they are in the record. I want to know why they are 
not in the record. 

Mr. Hannan. We were anxious to get this case on the road. We 
were anxious to get our cease-and-desist order. We thought that we 
had enough and we did have enough to get our cease-and-desist order, 

Therefore, Mr. Canavan submitted. That was one of the chief rea- 
sons, as you will notice here, that I said there was insufficient evidence 
to handle it ona criminal proceeding. 

Mr. Lisuwran. Are you sure that that was not just an excuse to go 
easy on Mr. Goldfine and his companies ? 

Mr. Hannan. Mr. Lishman, I have had no reason to go easy on Mr, 
Goldfine. 

Mr. Lisoman. That is a very important point to find out what he 
was charged for this guanaco by his supplier. 

Mr. Hannan. I knew nothing—even if I had known of Mr. Adams’ 
interest in the matter I do not think it would have affected me. I 
have had Congressmen interested, Senators interested in cases. I do 
not believe I have been influenced and I do not think in this case where 
I had no knowledge, all I had knowledge of was that someone had 
called Mr. Howrey about the matter in the first instance. I did not 
eo whom. And then later I talked with Mr. Goldfine in his office, 

*, Lisuman. Mr. Hannah, do you know the quantity of guanae 
Rc at is imported on the average annually into the United States? 
. Hannan. I think it is somewhere around 5,000 pounds. Ts that 
the abe you have? 
Mr. Lisuman. Yes. And did you ascertain how many pounds Mr. 
Goldfine had purportedly bought during this period? 

Mr. Hannan. It isin the file. 

Mr. Listeman. Was it more than 5.000 pounds? 

Mr. Hannan. In answer to that, Mr. Lishman, I’d like to say that 
in addition to the 5,000 pounds annually, they bought out of old coat 
stocks. Now, they use guanaco fur as a fur as well as a fiber. Asa 
matter of fact, they just started using it as a fiber very recently over 
the past 5 years. Fur fibers they did not use at all at the time the 
Wool Products Labeling Act went into effect. It was a completely 
new thing. They can spin them now into fabries and make very lovely 
fabrics through the use of fur fibers. All fur fibers are protein fibers. 
Thev are all composed of the same identical substance. One may bea 
little bit finer than the other. One is somewhat longer than the other. 
The particular stock here by the fur mills, that sold it to Mr. Goldfine 
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and against whom the Commission, Mr. Canavan recommended com- 
plaint and order, they were prosecuted right down the line—that 
stock contained some 15 different animal hairs. Quite a bit of it was 
rabbit hair. Rabbit hair, if you talk to a textile expert, he will tell 
ou that rabbit hair is better than any of these fancy named fibers. 

He will tell you that rabbit hair gives a better hand to the fabric 
and is longer, it will spin better, it handles better, but the reason that 
they use the specialty names, they like to use them, is because they have 
a public acceptance, not because of their quality. 

The Cuarrman. Did you say a guanaco had 15 different kinds of 
hair ? 

Mr. Hannan. No, sir, I said the guanaco stock that was sold by 
this mill to the Goldfine interests had 15 different animal fur fibers in 
it They had bought it up from furriers all over New York and 
accumulated it from periods. They had a tremendous stock of it. 
Mr. Lishman had asked me about 5,000 pounds. Well, they had much 
more of the old stuff that was boiled off, which is entitled to be called 
whatever it is. 

The CuatrmMan. Is there a limitation on imports of guanaco? 

Mr. Hannan. I do not know of any limitation. There is some 
certifications that are required through customs on vicuna, but I do 
not know whether that extends to guanaco. It is just limited to the 
amount available on the new stock, on the new stuff that comes right 
from the animal. 

The Cuatrman. Where does it come from? 

Mr. Hannan. It comes from South America. 

The Cuarrman. Any further questions, Mr. Lishman? 

Mr. LisumMan. I just want to get one thing straightened out. We 
have here a field report dated April 8, 1955, from Mr. Robert S. Scott 
of the Federal Trade Commission, file No. 5520583 dealing with 
Northfield Mills, and in that report it is stated: 


I advised him— 
and the “I” is Mr. Scott— 


that they had misbranded their fabrics in not naming the angora rabbit hair 
in it. Mr. Maxwell Goldfine continually stressed that he did not wish to name 
the rabbit hair in the fabric and that he did not promise that such designation 
would be shown on their labels in the future. 

He wished to know whether he could call it “hare hair.” I told him that 
I was doubtful of this designation. 

Now why is there such a particular aversion to naming it “rabbit 
hair” if as you say it is just as good? 

Mr. Hannan. I presume, Mr. Lishman, that your wife and mine 
when she sees the word “rabbit hair” on a garment, it doesn’t strike 
very well with her. 

Mr. Lisuman. Isn’t it a fact that they can get a higher price by 
calling it “guanaco” rather than “rabbit hair” ? 

Mr. Hannan. I presume that they can. The angora rabbit has a 
very fine item, what Mr. Scott was naming. I was talking about the 
common rabbit hair. 

The CHarrmMan. What do they call it if it is a Texas rabbit? 

Mr. Hannan. Just plain rabbit. 

Mr. Lisuman. Apparently they wanted to call it “hare hair” here. 

Mr. Hannan. That is what they wanted. That wasn’t what we 
went along with. We do not accept “hare hair.” 

32090—59—pt. 9 —25 
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The Cuarrman. Is that all, Mr. Lishman? 

Mr. Lisuman. I had interrupted Mr. Bennett. 

Mr. Hannan. Most of the rabbit hair comes from Australia. 

Mr. Bennett. I wanted to ask Mr. Secrest this question, but I did 
not get a chance to this morning, Perhaps you can enlighten us. 

In his statement on page 12, he says that the policy of the Com- 
mission is not to prosecute w here there is reason to believe that the 
respondent will abide by a cease and desist order. 

Now that is not the basis upon which you and Mr. Canavan reached 
your conclusions, as I understand it. 

Mr. Hannau. That is one of the standards, yes, sir, that we used. 

Mr. Bennerr. You reached your conclusion, if I understood you 
correctly, on the basis that you could not get a conviction ? 

Mr. Hannan. That is the one that I put in this memorandum, Mr, 
Congressman, but this is as much my alae *"y as it is Mr. Secrest’s. 

That is an underlying policy in all of our minds. 

Mr. Bennerr. If that is the policy, it does not make any difference 
whether it is willful or not; does it ? 

Mr. Hannan. It has to be willful before it is violative of section 
10. 

Mr. Bennett. That is right, but even then whether it violates sec- 
tion 10 or not doesn’t make any difference under the Commission’s 
policy, if they believe that the cease and desist order will stop the 
misbranding in the future. 

Mr. Hannan. Congressman, the Commission, I believe, when they 
established this policy, was trying to carry out the mandate of Con- 
gress. We have hs ad many, many cases under the Wool Act. 

Mr. Bennerr. Let me cite you what the mandate of Congress is. 
Section 10 of the Wool Act says: 


Any person who willfully violates sections 3, 5, 8— 
and so forth— 


will be guilty of a misdemeanor and upon conviction shall be fined not more than 
$5,000 or be imprisoned not more than a year or both in the discretion of the 
court. 

The second paragraph says: 

Whenever the Commission has reason to believe any person is guilty of a mis- 

demeanor under this section— 
and I emphasize that— 
Whenever it has any reason to believe that any person is guilty of a mis- 
demeanor under this section, it shall certify all pertinent facts to the Attorney 
General whose duty it shall be to cause appropriate proceedings to be brought— 
and so forth— 

Does that leave any discretion on the part of the Commission if they 
find evidence of a violation of these sect ions, a willful violation ? 

Mr. Hannan. The Commission has so interpreted, Mr. Congress- 
man, in keeping with the legislative history of the act. 

We have brought quite a few cases under the Wool Products Label- 
ing Act which could have been proven, I believe, of a willful nature, 
but the Commission always felt that Congress wanted to use the civil 
remedies, the administrative remedies first, and the criminal provi- 
sions of this law were something, kind of an action to hold over 
their heads. 
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Mr. Bennett. They set up an entirely different standard as I read 
it, because under this policy that Mr. Secrest has announced in his 
statement on page 12, it does not make any difference how willful the 
past offenses have been, if the Commission believes that the man will 
abide by a cease-and- desist order in the future, then the Commission 
may forgive him for what he has done in the p: ast and throw that out 
of the window, and that is apparently what you have been doing. 

Mr. Hannan. They have not so interpreted it, Sir. 

Mr. Bennett. That is what he says, isn’t it? 

Mr. Hannan. Mr. Secrest ? 

Mr. Bennert. Read that paragraph, the second paragraph on page 
12. 

Mr. Hannan. That is what he says; yes. 

Mr. O’Hara. The top one is what counts. They have only had 
five prosecutions since 1941, 

Mr. Hannan. That is right. 

Mr. O’Hara. Criminal prosecutions ¢ 

Don’t you have a lot of difficulty on your microscopic examinations 
of this content of these things that are questionable on being admitted 
in court? Isn’t that one of the problems you have, Mr. Hannan? 

Mr. Hannan. That is a very serious problem, Congressman, and 
it would have been a serious problem had we gone to “the testing in 
this case. We could have proven our civil case without any question 
without that microscopic examination, which Mr. Canavan in his 
memorandum conceded was necessary before we could even certify 
the facts. We may have run into trouble on identification there. I 
do not know. 

It is quite expensive, I will tell the Congressman that. A micro- 
scopist looking at these fibers is quite an expensive proposition. 

The Cuatrman. Had you concluded, Mr. Bennett ? 

Mr. Bennerr. Go ahead. 

Mr. O'Hara. I noted carefully when Mr. Secrest was testifying, he 
stated that since July 15, 1941, only five records of investigation had 
been certified by the Commission to the Attorney General for mis- 
demeanor proceedings under section 10. Of these, three have been 
filed and tried. One ended in a fine of $20 on each of three counts. 

Mr. Hannan. Yes, sir. 

Mr. O’Hara. And the others fined in the sum of $5,000 and $3,000 
respectively were imposed, so that as a practical ms viter, Mr. Hannah, 
you get the public protection quicker with your cease-and-desist 
orders, your injunctive orders, than you do by proceeding in a long, 
drawn-out criminal prosecution. Is that a fair statement? 

Mr. Hannan. That is true, Mr. Congressman. 

Mr. Bennett. But it is also true that these are concurrent remedies. 
You don’t lose your right to prosecute a person for past offenses by 
proceeding to cause him to cease and desist in the future? 

Mr. Hannan. That is - ue asa matter of law. 

Mr. Bennerr. What I am talking about is the policy of the Com- 
mission which, it seems = me, is contrary to the statute, because under 
the policy of the Commission, the Commissioners may decide irrespec- 
tive of what the facts are to drop a criminal ease if they feel the re- 
spondent will go along with the cease-and- desist order, and the law 
itself does not give them that right as I read it. 
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The Cuatrman. Mr. Flynt, do you havea question? 

Mr. Fiynt. No questions. 

The Cuamman. Mr. O’Hara, do you have any questions? 

Mr. O’Hara. Mr. Hannah, how long have you been a member of 
the Federal Trade Commission, an employee of the Federal Trade 
Commission ? 

Mr. Hannan. Since August 1941. 

Mr. O’Hara. And for how long have you been the chief attorney 
or Division head of the Wool, Fur, and Flammable Fabrics? 

Mr. Hannau. Since 1946 I was made Chief of the Wool Division, 
and then when the Fur Act came, Congress gave the Commission the 
Fur Act to administer, I was given that, and under the Flammable 
Fabrics Act, I was given that. 

The Cuarrman. I might interject that Mr. O’Hara was the author 
and is the architect of the Fur Labeling Act. 

Mr. O’Hara. A very good act. 

Mr. Hannan. I agree with you, Mr. O’Hara. 

Mr. O’Hara. I know that out of this committee came all three of 
those statutes which you enforce. Of course, this committee has exer- 
cised a great deal of paternalistic desire to see it fully enforced and 
I am sure that it has been. 

Mr. Hannan. I am sure we want to enforce it just the way Con- 
gress would like it. If there is a mistake in the interpretation on 
our part, and the Congress would want us to issue criminal actions 
in lieu or along with all of the others, why we would be happy to 
accede to their wishes. 

The CuHamman. Would the gentleman yield at that point? 

Mr. O’Hara. Certainly. 

The Cuarrman. Isn’t it a rather unusual thing, I believe Mr. 
Secrest testified this morning as to how many cases they had before 
them 

Mr. Hannan. Five thousand. 

The Cuarrman. Five thousand? 

Mr. Hannan. I believe that is what he said. 

The Cuamman. During the short time he was there, they had more 
than a thousand. Isn’t it rather unusual that in that many cases, 
there were only five that went to criminal proceedings ? 

Mr. Hannan. They weren’t 5,000 wool cases. There have only 
been about 170 wool cases prosecuted. He said 5,000 cases under both 
the Federal Trade Commission Act and the Wool Act. 

Now, the FTC Act doesn’t have a criminal provision in it, Mr. 
Congressman. There is no misdemeanor provision in the FTC Act. 
There are only about 170 wool cases. 

Mr. O’Hara. Mr. Hannah, I shall direct my questions to you, and 
if Mr. Canavan wishes to respond also, it is perfectly all right, but I 
shall direct my original question generally to you. 

Now, with reference to the situation which existed prior to Janu- 
ary 1, 1954, there was this question on this tolerance of nylon in the 
wool product, is that not correct ? 

Mr. Hannan. That is true, sir. 

Mr. O’Hara. And you have inserted in the record of this hearing 
here a letter which went out addressed to the Wool Association ad- 
vising them that it would be necessary to disclose the nylon content, 
is that correct ? 
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Mr. Hannan. That is true, and in addition, we publicized it in all 
trade papers and publications that would reach all the mills in addition 
to the association. 

Mr. O’Hara. Pointing it down to the Goldfine operations up there 
in New England, there had been no criminal complaint filed against 
him or no recommendation, as I understand it, by any of your staff 
or any criminal prosecution of cs Goldfine interests in New ‘England. 
Is that correct ? 

Mr. Hannau. On thenylon matter? 

Mr. O'Hara. Yes. 

Mr. Hannan. There was no recommendation for any action at all 
by any member of our staff. 

Mr. O’Hara. It was merely what you would call a conference condi- 
tion, or what would you call it as to the situation 

Mr. Hannan. An industrywide situation that they found them- 
selves in, Congressman, and had there been any real public interest 
involved, I am quite confident there would have been many complaints 
brought. But we found them going into court on a very small percent 
of nylon, 4 or 5 percent appearing in a fabric. We didn’t feel that 
we should do that without we were sure that they understood the law, 
and that was the reason for our bulletining the entire industry and try- 
ing to obtain compliance on a wide sc ale rather than trying to single 
out one or two people and nail them with a prosecution. 

Mr. O’Hara. And when this conference took place in Mr. Howrey’s 
office, do you know when that was, with Mr. Goldfine? 

Mr. Hannan. Yes, sir. It was April the 14th, 1955, I believe. 
That is the only conference. 

Mr. O’Hara. April 14, 1955. 

Mr. Hannan. Yes, sir. 

That is the guanaco matter. 

I would like to explain, it hasn’t been brought out here today, I 
would like to explain that Mr. Goldfine’s problem or the subject 
matter that he discussed in Mr. Howrey’s office, both he and his boy, 
was with respect to he had bought all of this fiber, all of this stock, 
so-called guanaco stock. He had it on hand, and that he, along with 
many others in the industry had done the same thing. They had 
bought it from not only this one mill but they had bought it from 
several mills, and that he was seeking relief from more or less a 
situation that he was in as to what to do with it. 

He didn’t know the percentages of it. It is true that we had an 
investigation pending against him, but at no time did he mention an 
investigation or, our investigation or, calling on hm at all, nor did 
we mention the investigation. The whole subject matter of our con- 
ference in Mr. Howrey’s office was the general problem of what to do 
with this stock, and the answer was something that the Commission 
had initiated way back in March before that. 

Mr. O’Hara. What I was getting at was the call that Mr. Adams 
made to Mr. Howrey to which Mr. Howrey addressed a memorandum 
to Mr. Adams, a copy of which is attached —— 

Mr. Hannan. That is the nylon matter. There was no conference 
on that at all. 

Mr. O’Hara. You didn’t have a conference with Mr. Howrey in 
January of 1954 or in December of 1953? 
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Mr. Hannan. No, sir. I had had no conference. I wrote him a 
memorandum and talked with him over the telephone. He called 
me and asked me for the memorandum. I believe, if my memory is 
right, Mr. Howrey called and said, “I have got an inquiry from the 
Hill on whatever you are doing in the Goldfine matter. I would 
like for you to give me a memorandum covering the situation.” 

And that is what I did. 

Mr. O’Hara. Are you familiar with the memorandum which Mr, 
Howrey has forwarded to Mr. Adams? 

Mr. Hannan. That memorandum I knew nothing about, Mr, 
O’Hara. I knew nothing about his even sending anybody a memoran- 
dum. I didn’t know what he did after he received my memorandum. 

Mr. O’Hara. You did not prepare the memorandum ? 

Mr. Hannau. I certainly didn’t. I didn’t see it. It wasn’t read 
tome. [had no knowledge of it. 

The CuarrmMan. Will the gentleman yield? 

Mr. O'Hara. Certainly. 

The Crrarrman. Did he tell you it was an inquiry from the Hill? 

Mr. Hannan. To the best of my memory, at least I thought he said 
“Hill”, because in my memorandum which was written th: at very day, 
on next to the last paragraph, I comment on the fact that evidently 
this letter of December the 4th had prompted Mr. Goldfine’s contact 
with the Hill. 

That is the way I expressed it. Now, I was in some way given that 
impression on that day of the eagate call. But he didn’t say that 
he had had an inquiry from Mr. Adams. He didn’t mention Mr. 
Adams’ name at all. If anything, it was a reference of something like 
that, the Hill. 

The Cuatrman. But you knew he was quite interested in getting 
something done about it? 

Mr. Hannan. No, sir. I thought that he was interested just about 
the same as the other Commissioners are when they have a call from 
someone asking for a constituent what the status of a case is. 

Mr. O’Hara. Procedurewise, where Mr. Canavan had recommended 
a criminal complaint in 1956, you had disagreed with that, would it 
have still been up to the Commissioner to decide by a vote whether 
a prosecution would be maintained or not ? 

Mr. Hannan. Mr. O'Hara, my disaflirmance of Mr. Canavan’s 
memorandum was reviewed by my bureau chief, Mr. Harry Babcock. 
It went from there to the Bureau of Litigation, to the tri: al attor ney, 
who reviewed it. 

The Chief of his Division reviewed it, and the Director of his Bu- 
reau reviewed it on to the Commission, at which time the Commis- 
sioners themselves reviewed it and complaint was issued. 

They all had knowledge of Mr. Canavan’s memorandum. They had 
knowledge of my memorandum. They had knowledge of Mr. Bab- 
cock’s memorandum. 

Now, I don’t know of any—at least the ones that I know about had 
no knowledge of Mr. Adams’ interest or anything like that. 

Mr. O’Hara. The only one who might have would have been Mr. 
Howrey, I presume; is that correct ? 

Mr. Hannan. I presume. 

Mr. Bennett. Will you yield ? 

Mr. O’Hara. Yes, surely. 
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Mr. Bennett. Just to clarify this, you had two calls from Mr. How- 
rey then about Mr. Goldfine’s problems, one in 1953, or early in 1954, 
which concerned this—— 

Mr. Hannan. Nylon. 

Mr. Bennerr. About nylon vicuna? 

Mr. Hannan. That is right. 

Mr. Bennett. And you didn’t go to his office at that time? 

Mr. Hannan. No, sir. 

Mr. Bennetr. You didn’t meet Mr. Goldfine at that time? 

Mr. Hannan. I didn’t know Mr. Goldfine; no, sir. I had not met 
him. I don’t know him now except just one meeting later. 

Mr. Bennett. And you didn’t know the source of the inquiry ex- 
cept you understood it was from the Hill? 

Mr. Hannan. That isall. 

Mr. Bennetr. Now you had this later call in 1956, was it, from 
Mr. Howrey? 

Mr. Hannan. Yes, sir. 

Mr. Bennett. At which time you went to his office ? 

Mr. Hannan. I was told by Mr. Howrey, that morning I had a call 
from his office, that he had a conference with Mr. Goldfine that after- 
noon, and for me to stand by. At 2 o’clock, I was called to the con- 
ference. 

Mr. Bennerr. And at that conference, you discussed the guanaco 
situation in which the cease and desist order was finally issued ? 

Mr. Hannan. That was on one of things it was issued ; yes, sir. We 
didn’t discuss the fact that he was being under investigation. We 
discussed the guanaco problem. 

Mr. Bennett. You discussed his problem ? 

Mr. Hannan. The guanaco problem which was foremost in the 
industry at that time, and one in which the Commission had already 
had under knowledge on which rule 8 was based, which was already 
in the mill. 

Mr. Bennetr. At that conference, you didn’t discuss this 1953 vicuna 
nylon thing? 

Mr. Hannan. No, sir; we didn’t mention that. Nothing like that 
was mentioned while I was there. 

Mr. O’Hara. Coming back to the condition which existed in the 
wool industry in late 1953 and early 1954, so far as Goldfine and his 
operations were concerned, and his several plants in New England, 
there was no criminal complaint against him in your office nor was 
there any attempt or thought of intent of a cease and desist action, 
was there ? 

Mr. Hannan. All we were trying to achieve with regard to the 
nylon question was as perfect compliance as we could. When you get 
that on a voluntary basis, you don’t have to wait for the wheels of a 
Commission order to turn to try and get a desist order. 

We wanted to try and stop it as quick as we could. 

Mr. O’Hara. As of 1953 or early 1954, there was no serious matter 
pending against Goldfine or the Goldfine mills before your Commis- 
sion, is that correct ? 

Mr. Hannan. During that period, there was not, not in my opinion. 
I didn’t think that the nylon situation was a serious matter. 
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Mr. O’Hara. It was a matter of being worked out and the industry 
being impressed that they had to carry the amount of nylon that 
was carried in their product ¢ 

Mr. Hannan. They had already been advised and for all we could 
find out, Congressman, they had stopped back in July. These were 

old fabrics that were involved, old stock. 

Mr. O’Hara. Now, the subsequent proceedings in 1955 and 1956 
were of the more serious nature, were they not ? 

Mr. Hannan. That is right, they involved the guanaco problem, 
that is the main thing was that they continued to v iolate me law after 
they had been advised by their sources of supply that the material 
that they were using was not 100 percent guanaco. That was much 
more the serious matter. 

Mr. O’Hara. Thank you, Mr. Hannah. 

The Cuatmman. I must insist that we have got to hear Mr. Howrey 
this afternoon. We can keep on and on if anyone else has any 
questions. 

Anything else, Mr. Lishman ? 

Mr. Lisuman. No, sir. 

The Cuatrman. Thank you very much, gentleman, both of you for 
your appearance here. 

Mr. Howrey. 

Mr. Howrey, will you hold up your hand and be sworn. 

Do you solemnly swear that the testimony you give to this com- 
mittee will be the truth, the whole truth, and nothing but the truth, 
so help you God? 

Mr. Howrey. I do. 

The Cuarrman. Will you have a seat and state your name, please. 


TESTIMONY OF HON. EDWARD F. HOWREY, FORMER CHAIRMAN, 
FEDERAL TRADE COMMISSION 


Mr. Howrey. Mr. Chairman, my name is Edward Howrey. I am 
a lawyer, practicing in Washington at 1707 H Street NW. 

The Cuatrrman. You are the former member and Chairman of the 
Federal] Trade Commission ? 

Mr. Howrey. Yes; I am, Mr. Chairman. I was appointed to the 
Commission in March of 1953, and after confirmation by the Senate, 
I was named Chairman by President Eisenhower on April 1, 1953. 

The Cnatrman. And how long did you serve in this position ? 

Mr. Howrey. I served until September 13, 1955, at which time my 
resignation took effect. I had submitted it earlier, but remained 
until a successor had been chosen to take my place. 

The Cuamman. Who did you succeed on the Commission, Mr. 
Howrey ? 

Mr. Howrey. I succeeded—the name slips my mind. I can identify 
him as being former secretary to the late Senator Cousins, and he 
was appointed as an independent, I believe. I will think of his name, 
perhaps as we go along. He was not then chairman. Senator Meade 
was chairman. I succeeded Senator Meade as the chairman, the name 
of the Commissioner I succeeded is John Carson—I have just been 
prompted. 


The Cuatrrman. And you served out an unexpired term ? 
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Mr. Howrey. Well, I didn’t serve out a full unexpired term. I 
think there were 2 or 3 years left in my unexpired term. I resigned. 

The Cuarrman. Mr. Lishman, you may proceed with your 
questions. 

Mr. Lisoman. Mr. Howrey, was Mr. David C. Murchison your 
assistant while you were Chairman at the Commission ? 

Mr. Howrey. Yes; he was. 

Mr. Lisuman. And was Mr. Harvey V. Hannah Chief of the Divi- 
sion of Wool, if you remember, and Flammable Fabrics during the 
period you were Chairman? 

Mr. Howrey. He held that position when I became a member of the 
Commission, and he continued to hold it during the time I was with 
the Commission. 

Mr. Lisuman. Mr. Howrey, will you please tell us about a phone 
call you received from Mr. Adams late in 1953 ? 

Mr. Howrey. Yes. Governor Adams called me during the holiday 
period, the latter part of December 1953, and asked me if I could 
furnish him with the status of the Northfield Mills matter. I told him 
I'd be very glad to get that information and give it to him. 

The Cuarman. The Northfield Mills matter was Mr. Goldfine’s 
matter ? 

Mr. Howrey. Yes; I don’t think he ever mentioned Mr. Goldfine’s 
name. He may have, I don’t know, but he merely asked for the status 
and made it very clear that that is all he asked for. I mean he didn’t 
ask for any of the facts. He just wanted the status in the matter. 

Mr. Lisoman. What did you do about supplying this information ? 

Mr. Howrey. I, of course, knew nothing about the matter, and I 
called Mr. Hannah and asked him if he would give me a memorandum 
on the Northfield Mills case or the matter. 

Mr. Lisuman. And did you advise Mr. Adams about the contents 
of this memorandum ? 

Mr. Howrey. Yes. The December 30, I believe it is 

Mr. LisumMan. That is correct. 

Mr. Howrey. December 30, 1953, memo which Mr. Hannah wrote 
me, I rewrote, and if you will compare them, you will find that it is 
merely a shorter rewrite of the December 30, 1953, memo, and I sent 
my rewrite of that to Governor Adams. That is the memo dated 
January 4, 1954, I believe. 

Mr. LisomMan. Now at the time of this rewrite, did you consult with 
Mr. Hannah? 

Mr. Howrey. No; I did not, to the best of my recollection. It is 
difficult to reconstruct things 4 years ago, but to the best of my recol- 
lection, I merely asked for a memo which was sent. I did not talk 
to him about it other than the telephone conversation asking for the 
memo. 

Mr. LisumMan. Did you consult with any member, fellow member 
of the Commission with respect to this memo that you forwarded to 
Mr. Adams? 

Mr. Howrey. To the best of my recollection, I did not. 

Mr. Lisoman. Was that memo an official document of the Federal 
Trade Commission ? 

Mr. Howrey. I did not consider it as such, no. 

Mr. Lisoman. Was the original or a copy of that memo retained 
in the files of the Commission ? 
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Mr. Howrey. A copy was retained in my personal files in my office. 

Mr. Lisuman. And when you left the Commission, did you take 
those personal files with you? 

Mr. Howrey. I did. 

Mr. LisHmaNn. So that as far as you were concerned, this was not an 
official document of the Federal Trade Commission ? 

Mr. Howrey. No, sir; I did not consider it such, and if I may add 
there, I did not consider any of my personal memos or letters to be 
official files of the Commission, and that includes a great many letters 
to Congressmen, to Senators, letters that are referred by other execu- 
tive branches, for example, the White House would occasionally refer a 
letter over and ask us to prepare a draft of a reply, and if I was able in 
my office to prepare the draft, I prepared it and sent it along. That 
happened fairly frequently, oh, occasionally I would say. 

Mr. Lisuman. Did you ever receive any other similar requests for 
information concerning the status of any case from anyone associated 
with an office at the White House / 

Mr. Howrey. No; but I did from the Hill. 

Mr. LisoMan. So that this was not a routine request that you re- 
ceived from Mr. Adams? 

Mr. Howrey. Are you talking now, Mr. Lishman, about the North- 
field case or all cases ? 

Mr. Lisuman. I asked you if you had ever received a request about 
any other case from anyone in the White House, and you said “No.” 

Mr. Howrey. If I said that, that is incorrect. I have, of course. 

Mr. LisumMan. Well, I would like to know. Can you tell us approxi- 
mately how many similar requests you had received from the White 
House about matters before the FTC ? 

Mr. Howrey. Well, yes; I could tell you about that if you would 
like to know. 

Mr. Lisuman. I would like to know the approximate number of 
times when such requests were made of you as palenn, 

Mr. Howrey. Well, the White House got letters ever so often about 
the activities of the Federal Trade Commission. They got several 
letters in the coffee investigation when the coffee prices were depressed, 
called spiraling. I prepared letters on that. 

I prepared letters on gasoline prices, on petroleum prices, on inde- 
pendent tire dealers who had written the White House and asked for 
information. 

Mr. Lisuman. I am confining my inquiry as to the situation where 
an investigation was pending before the Federal Trade Commission 
with respect to the alleged misbranding of a company. Have you 
ever received any letters or requests from the White House or anyone 
in the White House concerning the status of such an investigation? 

Mr. Howrey. I lost the first part of your question before you got to 
the end of it. Will you read it back? 

(The question was read.) 

Mr. Howrey. I think the coffee investigation would be a good ex- 
ample of one; yes. 

Mr. Lisuman. Do you know of any others? 

Mr. Howrey. The coffee investigation resulted, if you will let me 
add, in President Eisenhower asking the Commission to make an eco- 
nomic investigation. He announced that at a press conference. I 
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think all of these inquiries I mentioned were matters that had been 
under consideration at the Federal Trade Commission. We get those 
inquiries every day—I did—from almost every source, and if I could 
explain a moment, the Commission has two main functions. One is 
investigatory, and one is quasi-judicial. We called the first the in- 
formal, the second the formal. 

And on informal matters, it is our custom or it was my custom, it 
has been historically the custom, I hope it is still the custom, to 
answer any inquiry, talk to anyone on an informal matter that is 
under investigation. That is what we are there for, and that is part 
of our function, and I would say that probably 90 percent of those 
inquiries come from the Hill and a good many of them come from the 
House Interstate Commerce Committee that has jurisdiction of the 
Federal Trade Commission, and is charged with the duty of super- 
vising our activities. 

On quasi-judicial matters, that is another matter. I never held an 
ex parte conversation on a matter after it had reached the formal 
stage, because then I felt I was wearing my quasi-judicial hat. 

Mr. Lisuman. Did you ever receive any other call from Mr. Adams 
making a request for the status of any investigatory matters involving 
mislabeling ? 

Mr. Howrey. No, I don’t believe I did. You mean on wool 
products? 

Mr. Lisuman. On any mislabeling? 

Mr. Howrey. I have no present recollection . any such, 

Mr. Listrman. Did you ever receive a call or request from Mr. 
Adams concerning the status of any other maption irrespective of 
whether it involved mislabeling in an investigative matter then pend- 
ing before the Commission ? 

Mr. Howrey. I believe I have answered that, Mr. Lishman. 

Mr. LisomMan. Now, I am asking the question specifically about from 
Mr. Adams. Did you or did you not? 

Mr. Howrey. I just mentioned coffee. I discussed that with him. 
I discussed, I believe I mentioned to Mr. Adams at one time or at least 
someone in the White House, the status of our corporate merger mat- 
ter, investigation, because I thought it was of public interest. 

I even tried to suggest that the President include in his state of the 
Union message some of the things that we were doing in the Federal 
Trade Commission, because I thought they were worthy of public 
interest. 

Mr. Lisuman. About how many times would you see Mr. Adams 
during the term that you were Chairman—a week. 

Mr. Howrey. How many times a week ? 

Mr. Lisuman. Yes. 

Mr. Howrey. I would say that I saw him four or five times during 
my 21% years or a little less than 21% years. 

Mr. Lisuman. Is it correct that approximately once in 2 weeks 
during the first 6 months of your chairmanship that you went to the 
White House? 

Mr. Howrey. Nostatement could be more incorrect. 

Mr. Lisuman. And what did you discuss with Mr. Adams when 
you saw him the four times that you referred to? 
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Mr. Howrey. I have answered that. I tried to answer that. I 
discussed the coffee matter with him, and as a matter of fact, I had 
been trying to reach the Assistant Secretary for Latin American 
Affairs. because it involved our relations with South America. For 
8 days I had been unable to reach him, and so I asked a member of the 
White House staff if he could arrange an audience with the State 
Department for me, that I had been unable to do it, and they said, 
“Well, come on over, and we will talk about it.” And we went dow n, 
and he thought it was important enough to talk to the Governor about. 
The Governor thought it was important enough to talk to the Presi- 
dent about. 

We talked to the President about it briefly, and the next day, he 
announced at his press conference that he had asked the Federal 
Trade Commission to make an investigation of coffee prices. And let 
me say that under our statute, there is a provision that the President 
may ask the Federal Trade cj ommission to make investigations and 
do things, and during the course of the history of the Federal Trade 
Commission, Presidents Wilson and Harding and Coolidge and Roose- 
velt and Eisenhower have asked us on numerous occasions to do things, 
make investigations. 

The Federal Trade Commission, under its statutory mandate, is as 
much an arm of the President, the Attorney General can ask us to 
make investigations, and it is as much an arm of the Executive in that 
respect as it is of Congress. 

Mr. Moss. Mr. Chairman, I wonder if I might ask a question of Mr. 
Howrey at this point? 

The CuatrmMan. Mr. Moss. 

Mr. Moss. Mr. Howrey, did you ever receive any calls, other than 
the one on the Northfield Mills, from Governor Adams on any case 
involving a specific company which was under investigation by the 
Federal "Trade Commission, and I am not interested at this point 
in the broad fields of tires or coffee. I am interested in specific in- 
vestigations by the FTC. Did you receive any other calls for status 
reports on cases of that type ? 

Mr. Howrey. I would say ; that the gasoline price problem i involved 
specific matters. That was not a telephone call. That was a re- 
ferral of some letters that had come to the White House for use to 
consider and prepare replies. 

Mr. Moss. I am not interested in the type of case where you were 
replying routine answers for correspondence referred by the White 
House. 

My question goes specifically to contacts by Governor Adams with 
you asking for status reports on specific compl: uints, not a broad field 
of investigation, but specific complaints involving a specific c ompany # 

Mr. Howrey. You have asked two or three questions there in one. 

Mr. Moss. I have asked exactly one question. 

Mr. Howrey. No, you have asked two or three questions in one, 
if 1 may answer it that w ay. 

He did, I am sure, make inquiry about specific cases, not he, the 
White House. WwW hether it involved a specific company, which is the 
other part of your question, I would have to check and see. 

Mr. Moss. Did you ever prepare a report similar to the one pre- 


pared on the Northfield Woolen Mills? 
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Mr. Howrey. Yes, I think I did. I remember a memo I wrote 
on four matters which I thought were of public interest, and let 
me add if I may 
Mr. Moss. On individual companies 

Mr. Howrey. Mr. Chairman, may I finish the answer? 

Mr. CHarrMAn. Just a minute. 

Mr. Howrey. I would just like to finish my answer. 

The Cuarrman. Just a minute, now. Mr. Moss asked you a spe- 
cific question. 

Mr. Howrey. I didn’t complete my answer. 

The Cuarrman. You may complete your answer. 

Mr. Moss. I didn’t feel that the answer was responsive. I felt it 
was evasive rather than responsive. I think it 1s pertinent as to 
what I am trying to get. I merely want to know if the Northfield 
request by Governor Adams was a usual one where you had a 
specific investigation involving a company before the Commission, 
and where the Governor asked for a status report. 

Mr. Howrey. It is a very usual request coming from hundreds of 
sources. 

Mr. Moss. I am not interested in the other sources. I am only 
interested in Governor Adams. 

Mr. Howrey. I can’t recall right now any specific company by name 
that he asked about. I can recall cases that I reported there, and if 
I may, I would just like to add this, that anyone, whether he walked 
off the street, whether he was a Congressman, whether he was a Sen- 
ator, whether he was the White House, or whether it was Governor 
Adams, anyone who asked the status of me in an investigation mat- 
ter, why I feel privileged to talk to him, and I always—my door 

yas always open. 

Mr. Moss. That is a very laudible attitude. 

Mr. Howrey. Let me answer it this way then. I consider the in- 
quiry that Governor Adams made of me a perfectly proper, a per- 
ectly normal, perfectly legitimate inquiry. I received similar ones 
every day. I aan similar inquiries from Senators and Con- 
gressmen on this nylon question involving specific cases. I had con- 
ferences with a Senator on this specific ny ylon matter in my Office, and 
it was perfectly proper and legitimate, ‘and if I refused to answer 
Governor Adams’ inquiry, I would have considered myself an arro- 
gant, discourteous public servant. 

Mr. Moss. Of course, I only want answers—apparently we have 
established that there were other inquiries which you cannot now 
recall. 

Mr. Howrey. I just recalled coffee mergers, insurance and 

Mr. Moss. I am not interested in going into all of those things. 

The CuarrMan. Will the gentleman permit me 

Mr. Moss. I would be very happy to yield to the chairman. 

The Cuairman. Back to the question you asked some time ago, you 

said that you had an inquiry from the White House on four cases 
which you reported on, is that true, in answer to a question by Mr. 
Moss a while ago? 

Mr. Howrey. Yes, it is true. I reported and I can, I think, get 

a memo to support that. 























3694 REGULATORY COMMISSIONS AND AGENCIES 


Now, whether those inquiries came specifically from Governor 
Adams, I don’t know, but I certainly sought to talk to him about the 
coffee investigation. 

The CuarrmMan. That is not the point, Mr. Howrey. You said a 
moment ago that you gave him a report on four cases. 

Mr. Howrey. Yes. 

The Cuamman. What were those four cases ? 

Mr. Howrey. Those cases were the merger cases, the insurance 
matter, the coffee matter and one that has slipped my memory. In 
this specific memorandum on—one was a labor union, labor unions 
on the west coast, California. 

The Cuamman. You may proceed, Mr. Moss. 

Mr. Moss. I think I had my answer, Mr. Chairman. I think this 
develops a somewhat singular exception at the moment. 

Mr. Howrey. And I had specific inquiries from Senators about 
this specific matter that you are asking about and I had conferences 
with them in my office. 

The Cuarrman. Well, who got the greatest response from you, Mr. 
Howrey, the White House intercession or the Senators interceding ? 

Mr. Howrey. I would say that the Senators got the best treatment 
and the Congressmen, in my office. 

The CuarrmMan. You mean they at this time were given preferential 
treatment over the White House ? 

Mr. Howrey. They were in my office. I think they always have 
been at the Federal Trade Commission. 

Mr. Moss. Mr. Chairman, I would like to observe that on occasion 
T have had to write letters as chairman of the information subcommit- 
tee to the FTC and I have never gotten a response the day the letter 
arrived. 

Mr. Howrey. If you are suggesting, Mr. Congressman, that Gover- 
nor Adams got the response the day the inquiry arrived I would like 
to correct that because as I recall it a week to 10 days, a week at least, 
elapsed between the time of his inquiry and the time of the response. 

Mr. Moss. That still leaves the record as I have stated for the re- 
sponses I received. 

The Cuatrman. You may proceed, Mr. Lishman. 

Mr. Lisoman. Mr. Howrey, about a moment after your December 
30 memo did your office receive another call from Mr. Adams? 

Mr. Howrey. The Governor’s letter said that his secretary called 
and got the status of it. I have no independent recollection of that 
call. It did not come to me. It must have come to someone else 
in my office. 

Mr. Lisuman. Do you have a record of the calls to you at your 
office ? P 

Mr. Howrey. No, I do not. 

Mr. Lisoman. Did you keep such a record while you were—— 

Mr. Howrey. No, I did not. 

Mr. Lisuman. Did you keep a record of the visitors you had? 

Mr. Howrey. No, I did not. , 

Mr. Lisuman. Did your secretary keep one for you? 

Mr. Howrey. Not at my direction. Whether she kept one or not, 
I donot know. I would be very surprised if she had. 
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Mr. Lisuman. Did she keep a record of the visitors you had at your 
office ? 

Mr. Howrey. No, sir. I did not. I would have spent most of my 
time keeping it. 

Mr. LisumMan. Was your secretary Miss Shuman ? 

Mr. Howrey. Yes, she was. 

Mr. Lisuman. And isshe still with the Commission ? 

Mr. Howrey. Yes, she is still with the Commission, as far as I know. 

Mr. Lisuman. And do you have any information or knowledge con- 
cerning the fact that Mr. Adams or his office was told in response to 
this second te lephone call that the matter had been closed 2 weeks pre- 
viously ? 

Mr. Howrey.I have no independent recollection of that, but I 
assume I was told. 

Mr. Lisuman. You were told about it? 

Mr. Howrey. I would assume that I was told either by my assistant 
or my secretary that that memo had come forward. You will recall 
it was not addressed to me, but I would assume that I was told. You 
are talking now about the February 5 memorandum ? 

Mr. Lisuman. Yes, I am going to read from Mr. Adams’ letter of 
June 12 to see if this will refresh your memory on that: 

About a month later before sending the Howrey memorandum to central files 
my secretary called Mr. Howrey’s office to inquire whether or not the matter 
was still current. She was informed that 2 weeks previously the company had 
agreed in writing to comply in every respect with the requirements of the Wool 
Labeling Act and that hence the matter was closed. 

Now you have no recollection of that? 

Mr. Howrey. I did not talk to the Governor’s secretary at that time, 
but I am sure I must have been told about it, and I am certainly will- 
ing to adopt that as my responsibility, because I am sure my office did 
report as the Governor reported. 

Mr. Lisoman. Had the FTC staff been advised that this matter 
was closed at the date indicated in the passage I have just read from 
Mr. Adams’ letter. 

Mr. Howrey. I do not quite understand. 

Mr. Lisuman. I will rephrase the question. I have before me a 
memorandum dated February 5, 1954, to Mr. Murcheson from Mr. 
Hannah which indicates that he did not know that the matter had 
been closed previously. I am inquiring now whether or not the staff 
knew that the matter had been closed at the date suggested in Mr. 
Adams’ letter. 

Mr. Howrey. And what date is that ? 

Mr. Lisuman. February 5, 1954. 

Mr. Howrey. I do not know what the staff knew, but I would say 
that my office’s information about the closing of the case came to us 
in that memo of February 5. I, however, direct your attention to the 
December 30 memo from Mr. Hannah to me which says in two places 
that the /nerger Mills case had been closed, that two or three other 
cases had been closed on this basis, and this one could be closed on 
what they call a voluntary cooperative basis. 

Mr. Lisuman. Is it a fact that this matter was closed on the basis 
of a January 19, 1954, letter received by the FTC 
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Mr. Howrey. I know nothing about that because the staff closes 
these matters, or did when I was there, without reference to the Com- 
mission where they could get voluntary cooperative compliance or 
whatever they call it. So I had no knowledge at that time of the 
January 19 letter. 

Mr. Lisuman. I will put it this way. According to the memo of 
February 5, 1954, of Mr. Hannah, he states that this matter may be 
“closed pending a check on the concerned fabrics at a latter date.” 
Yet the letter to Mr. Adams indicates that it had been closed prior to 
February 5, 1954, because Mr. Adams’ letter states: 

About a month later before sending the Howrey memorandum to the central 
files my secretary called Mr. Howrey’s office to inquire whether or not the mat- 
ter was still current. She was informed that 2 weeks previously the company 
had agreed in writing to comply in every respect with the requirements of the 
Wool Labeling Act and that hence the matter was closed. 

Now apparently Mr. Hannah, when he wrote his February 5 memo- 
randum, did not know that the matter had already been closed. 

Mr. Howrey. I have sat in this room and I believe he testified that 
he considered this January whatever the date is letter satisfactory 
compliance, and I assume it was on that basis that it was closed. 

Mr. LisomMan. His memo looks to the future. It says, “may be 
closed.” That is what his memorandum says. 

Mr. Howrey. I do not read his memorandum to say—“it may be,” 
I interpret very differently from the way you just interpreted it, and 
in context I am sure 

Mr. Lisuman. Isn’t it a fact that Mr. Hannah did not ever see the 
memorandum that you sent to Mr. Adams? Is that correct ? 

Mr. Howrey. That is a fact. I do not think anyone saw it other 
than myself and my secretary, who filed it and probably typed it, 
and that is not unusual, either. I write many letters and memos that 
I did not circulate among the staff. 

Mr. Lisoman. Now, Mr. Howrey, coming to 1955, in what manner 
did Mr. Adams contact you in the spring of 1955 concerning the 
interview that you had with Mr. Goldfine and his son? 

Mr. Howrey. His office—I do not know whether he personally or 
his office, I cannot remember it, but either he personally or his office 
asked if they could make an appointment with a Mr. Goldfine and 
I said I’d be delighted to see him, and he came in at 2 o’clock as I 
recall it. 

Mr. Lisuman. And this was arranged by telephone? 

Mr. Howrey. That is my recollection, yes, and there again that is 
something that was done every day while I was chairman. 

Mr. Lisnman. In other words, it was your policy to speak with 
anyone in the trade? 

Mr. Howrey. Absolutely, if the case had not reached a formal 
complaint. 

Mr. Lisoman. And that was pretty widely known in the industry 
from your public pronouncements, was it not 

Mr. Howrey. Well, I hope it was known. By industry, you mean, 
all industry, not just wool ? 

Mr. LisumMan. Yes. 

Mr. Howrey. I hope so, because I was a firm believer in seeing 
anyone who wanted to see me, and I tried very hard to see them. 
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i 
es | Mr. Lisuman. If this was your publicly announced policy, well 
n- | known in the trade, why was it necessary for Mr. Goldfine to first 
or go to Mr. Adams before he could see you? 
ne | Mr. Howrey. It was not necessary at all. I would have been de- 

| lighted to have seen Mr. Goldfine, but I have practiced law in Wash- 
of | ington since 1927 and been around and it seems to be customary in 
be | this city to try to have someone else arrange an appointment, and 
A usually as I say, it is done by Members of Congress. 
to Mr. Lisuman. Did Mr. Goldfine tell you at that conference that 

he was aware that the FTC had started a formal investigation of his 
al companies only 2 weeks previously ¢ 
te Mr. Howrey. I have no recollection of that. 
ny Mr. Lisuman. What did Mr. Goldfine discuss with you? 
he Mr. Howrey. I believe you have a memorandum of that conference. 
_ If I could have that I will be glad to give it to you in detail. 
0- Mr. LisumMan. Who prepared this memo? 

Mr. Howrey. Mr. Hannah prepared the memo. 
at Mr. Lisuman. I hand you a copy of a memo dated April 14, 1955, 
ry over the signature of Mr. Harvey H. Hannah. 

Mr. Howrey. Do you want me to read it or paraphrase it? 
be Mr. Lisuman. I would like to have you from that refresh your 

memory as to what was discussed, if you would, between you and 
hag Mr. Goldfine at that meeting. 
id | Mr. Howrey. I think it is only a page and a half. I could read it 

_ aloud more quickly than I could study it. Would that be agreeable? 
he Mr. Lisuman. If that agrees with your recollection of the events, 

you may so state. 
er Mr. Howrey. This is a memorandum dated April 14, 1955, entitled 
it, “Northfield Mills, Inc., Northfield, Vt.,” and bearing a file number: 
at Conference with Bernard Goldfine and Harold Goldfine: 

On this date I was called in the office of Chairman Howrey to sit in on a 
er conference with Mr. Bernard Goldfine and Harold Goldfine, father and son, 
he respectively, and principal stockholders in Northfield Mills, Lebanon Wool Mills, 

and Strathmore Woolen Co. and Goldfine Niedner. 

i The Goldfines desired to discuss with the chairman the problem which has 
or recently arisen in connection with the purchase by fabric manufacturers of 
ce so-called guanaco stock from various fur stock dealers, including Platt Wool 
id Corp., Post Office Box 10, Danbury, Conn. 

I A recent investigation by Mr. Scott, of our New York office, revealed that a 


Mr. Becker’s concern had sold to various manufacturers, including Northfield 
Mills, large quantities of mixed fur fibers containing fur from 15 different 
animals, which fur fiber was misbranded or falsely invoiced as guanaco. 

is The Goldfines at this time had been advised by Mr. Becker of the true facts 
and were seeking advice as to what they should do with regard to the so-called 
guanaco stock. 


th The matter was discussed at length with the Goldfines and they were informed 

that the Commission had presently under consideration the amendment of rule 8 
al of the regulations which would allow them to label fabric made in part of the 
c 


questioned stock without disclosing the many different animals making up the 
blended fibers, i.e., the mixed fur stocks could be labeled simply as “fur fibers” 


ry so long as no mention was made of any particular animal whose fur was 
included in the mixture. 
in Tt was explained to the Goldfines that this rule would give them an out with 
’ 


respect to the fabric made from the so-called guanaco stock and they could 
truthfully designate the amount of guanaco and classify the remaining fur fibers 
simply as “fur fibers.” 

ng 
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The Goldfines were most interested in the Commission’s promlugating rule 8 
and expressed their desire to both Chairman Howrey and myself. After approxi- 
mately 40 minutes’ conference with Chairman Howrey, Messrs. Goldfine returned 
to my office for further conference with regard to wool product labeling. 

The Goldfines indicated— 

I don’t know whether that carries on in his office or not. I was not 
present in his office, but I will read the rest if you desire. 

Mr. Lisuman. I only want to have you refresh your memory as to 
what you discussed with the Goldfines. 

Mr. Howrey. Yes, that accords with my recollection of the subject 
matter in the conference. 

Mr. Lisoman. When you left the meeting with the Goldfines and 
they went to your office, was Mr. Hannah present in your Office ? 

Mr. Howrey. The conference was held in my office and Mr. Hannah 
took 

Mr. Lisuman. Mr. Hannah left ? 

Mr. Howrey. With the Goldfines and went down to his office. I 
should say that as a member of the Commission I knew nothing about 
this matter at all because it was matters handled at the staff level. 

It had never reached the Commission table, and so I asked Mr. 
Hannah to join the conference because he would be familiar with it 
and I would not. 

Mr. Lisuman. Wasn’t rule 8 voted on that very day, April 14? 

Mr. Howrey. I would doubt that, but I haven’t any record of it. 

Mr. Lispman. There was testimony this morning to that effect. 

Mr. Howrey. I didn’t hear it. I was here. 

Mr. Lisoman. Did you participate in the promulgation of the 
amendment to rule 8? 

Mr. Howrey. I don’t know. The records—you have examined all 
the records, and if the record says I did, I did. If the record says I 
didn’t, I didn’t. 

Mr. Lisuman. After this meeting of April 14, 1955, between you 
and the two Mr. Goldfines, did your office receive another request from 
the office of Mr. Adams about this matter ? 

Mr. Howery. Not to my knowledge. I have no recollection of it. 

And we made no report, I made no.report to Governor Adams or 
anyone else about this conference, to the best of my recollection. 

Mr. Lisuman. Would you say that the substance of the matter 
discussed between you and Mr. Goldfine related to rule 8? 

Mr. Howrey. That is what this memo says. 

Mr. Lisoman. Why would it be necessary for Mr. Goldfine to dis- 
cuss rule 8 with the Chairman of the Commission ? 

Why couldn’t he have discussed that with the members of the staff? 

Mr. Howrey. You will have to ask Mr. Goldfine that question. 

Mr. Lisuman. Why as Chairman of the Commission would you 
undertake to discuss rule 8? 

Mr. Howrey. It was a matter, as I recall it, and as was testified 
here this morning, and my recollection is based on the testimony this 
morning, it was a matter that had been under consideration for some 
time, and I believe it was testified this morning that it was Senator 
Meade who had in our Commission—whenever a matter comes up it 
is assigned to a particular Commissioner, when I was there to make a 
report and then it comes up for Commission action, and this rule 8 
was a matter that had been under consideration for a long time, and 
that is another matter. 
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I am not impugning anyone’s motives, but I think it is perfectly 


proper, but that was another matter that many Congressmen were 


interested in. 

Mr. Lisnman. Did Mr. Goldfine subsequently submit any views he 
may have had about rule 8 to you or anyone in the Commission ? 

Mr. Howrey. I have no recollection of his submitting anything to 
me. Whether he submitted anything to the Wool Division I w ouldn’t 
know. 

Mr. Lisuman. Did you discuss the investigation of the Northfield 
Mills with Mr. Goldfine? 

Mr. Howrey. No, I have no recollection of doing so, and I am al- 
most certain I did not. 

Mr. Lisuman. In other words, the only thing he came to talk about 
was rule 8? 

Mr. Howrey. No, the thing he came to talk about, as indicated in 
this memo, was this large stock that he had on hand and he wanted 
to know if there was anything he could do with it to get rid of it, 
and I don’t believe he probably ever knew of rule 8 until he was told 
about it at this conference. 

I don’t know, he may have. 

Mr. Lisimman, Did you have any discussion with Mr. Goldfine or 
any of his representatives when Mr, Hannah was not present ? 

Mr. Howrey. No, sir. 

Mr. Lisuman. The answer is “No”? 

Mr. Howrey. The answer is “No.” To the best of my recollection 
the answer is “No.” 

Mr. Lisoman. Was Mr. Hannah present in your office when Mr. 
Goldfine arrived ? 

Mr. Howrey. I can’t answer that, but he was present during any 
conversation that was held about wool product. 

I would gather one or two others probably arrived first. I don’t 
know. 

Mr. Lisuman. Did you ever have any discussions at any time with 
Mr. Goldfine concerning what prompted the FTC to take any action 
against his companies ? 

Mr. Howrey. I have trouble understanding your question. Could 
I have that repeated ? 

(The question was read back by the reporter. ) 

Mr. Howrey. Not to my knowledge. I am testifying about some- 
thing that happened 4 years ago, and it m: ry be that my recollection 
would be bad, but I think I can say no to that question. I have no 
recollection of ever having seen Mr. Goldfine more than once, and it 
was this conference in my office with the Chief of the Wool Division 
present. 

Mr. Lisman. Did the people from the Hill to whom you referred 
ask you why the FTC was proceeding against Mr. Goldfine and his 
companies 

Mr. Howrey. Well, the Hill question, I think Ican explain. There 
had been an inquiry from the Hill with reference to Inerger Mills. 
You will recall in my memo to Governor Adams of January 4, 1952, 
I stated that Inerger Mills had complained to the Commission against 
Northfield and several others. 
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Inerger Mills had the exact same problem on nylon. They had 
agreed to correct it and their matter had been closed on that basis, 
but they said, “If we are going to correct our labeling, we want our 
competitors to correct theirs.” 

And I imagine, and I am just imagining, that if I said the Hill, or if 
Mr. Hannah said the Hill, he had reference to a previous conference 
with a Senator about Inerger Mills on the very same exact precise 
problem. : 

Mr, Lisuman. Weren’t the inquiries from the Hill to find out why 
you were investigating Mr. Goldfine and his companies ? 

Mr. Howrey. No, no. It was this question of nylon at that time. 

Mr. Lisuaan. Wasn’t Northfield Mills at that time under investi- 
gation by the Commission ? 

Mr. Howrey. Yes, the whole industry was under—— 

Mr. LisuMan. I was singling out Northfield Mills. 

Mr. Howrey. Yes, yes. Inerger Mills had complained specifically 
against Northfield along with numerous others. 

_ Mr. Lisuman. Was the inquiry from the Hill only about the overall 
investigation ? 

Mr. Howrey. No, no. The inquiry from the Hill that I recollect 
was about Inerger Mills, who was the complainant against Northfield, 
and a very distinguished U.S. Senator came down to see me with Mr. 
Inerger, very properly, with great propriety, and we sat in our office 
and discussed those problems. 

The only difference between that conference and the one that I had 
with Mr. Goldfine is that there was—Governor Adams did not come 
nor did any Senator, but I had exactly the same kind of conference 
with Mr. Hannah present, with the Senator, Inerger on the nylon, a 
little while later, and it was exactly the same situation and the inquiry 
was proper and the Senator should have complained bitterly if I had 
refused to discuss it. 

Mr. Bennett. Was it usual or unusual for Mr. Adams to call and 
make an appointment with you to see someone? 

Mr. Howrey. Well, he did it less than anyone else, I’d say that, but 
T am sure that it happened other times. I remember, it was not Gov- 
ernor Adams I do not think, but the White House, somebody at the 
White House, made an appointment for me to see the commissioner of 
insurance of Nebraska, and I am sure if I could have records avail- 
able, I could give you other examples. 

Mr. Bennett. Do you have any specific recollection of Mr, Adams 
having made any other appointments for you on similar matters which 
you discussed, which were similar to the case or the problem of Mr. 
Goldfine?, What I am trying to find out is whether it was usual. 

Mr. Howrey. The difficulty I have is “similar.” The White House 
did on several occasions make appointments for people, and I remem- 
ber the insurance man because that developed into a great case. We 
filed 30 or 40 complaints against the accident and health insurance 
companies. I believe they made an engagement with two or three 
other State officers. 

Mr. Lisuman. Did you take it from the fact that Mr. Adams made 
the appointment for Mr. Goldfine that he had a special interest in Mr. 
Goldfine’s problem 4 : 

Mr. Howrey. Absolutely not, and I would like to add that in my 
dealings with the White House it was implicit throughout when they 
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made an appointment or asked for some information or referred a 
letter over for reply, that it was nothing more than that. 

As a matter of fact, it was implicit in all of my relations with the 
White House that they did not want any favors done for the White 
House. Now some of ‘the other people would come as advocate es, some 
of the people of the Hill would come as an advocate of a viewpoint, 
but the White House never at any time took a position on anything. 
It bent over backwards not to do so, and it was just implicit in all 
of my relations with them. 

The Cuarrman. Anything further, Mr. Lishman ? 

Mr. Lisuman. I have no further questions at this time. 

I would like to ask some questions of Mr. Murcheson, but he can 


| be deferred as a witness. 


The Cuarrman. I beg your pardon ? 

Mr. Lisearan. I would like to question Mr. Murcheson who was 
Mr. Howrey’s assistant while he was Chairman, but those questions 
can be deferred to another time. 

The Cuarrman. Mr. O’Hara. 

Mr. O’Hara. Did you have something to say ? 

Mr. Pai a I wonder if I could just add one thing about the Wool 
Act. I did not mean to interrupt, but if I may. The Wool Act, as 
you will recall, was enacted in 1941, and the first annual report of the 
Federal Trade Commission on the act which was dated 1942, the 
Commission said this: 

In the endorsement of this statute, the Commission has in general employed 
its usual procedure which is primarily preventive rather than punitive. 

In the greater majority of corrective instances thus far concluded, the neces- 
sary remedial action was brought about through voluntary effort without the 
need of resorting to compulsory action to protect the public interest. 

The work so far has covered relatively few cases in which such voluntary 
action has not been sufficient to effect correction and where it was necessary to 
invoke mandatory relief. 

Now that or a similar statement has been contained I think in every 
annual report which the Federal Trade Commission has made to the 


_ Congress on this act, and I just glanced through some of the annual 


reports, and in 1953, 1954, and 1 955 over 6,000 voluntary compliance 
questions were settled on a volunt: iry basis, so that that has been the 
policy of administering this particular sti tute. 

The CHatrman. Any questions, Mr. O’Hara? 

Mr. O’Hara. Mr. Howrey, the Federal Trade Commission exer- 


| ses as you have indicated an extraordinary position in the business 


of this country. It deals with the Executive, it deals with the legis- 
lative branches of the service, it deals with the Attorney General's 
Office, and as you have indicated, it occupies a position where it must 
meet with the problems not only of industry, but the general welfare 
of the public, and I am sure that you and the other “Commissioners 
— exercised the very best of your ability, and you are doing a good 
Job 

I do not think I have any further questions to ask you. I think 
you have stated what the situation is, and I am not going to take up 
any more time. 

The Cuarrman. Mr. Moss? 

Mr. Bennett ? 
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Mr. Howrey, you said a moment ago that Governor Adams called 
you and asked what the status of the case was. This was 1953, 
Governor Adams said in his letter on June the 12th: 

I called the Chairman of the Federal Trade Commission, Mr. Edward BP, 
Howrey, on the telephone, and asked if the information Mr. Goldfine desired 
could be made available to him. 

Which of those two statements were true ? 

Mr. Howrey. I do not see their inconsistency, Mr. Chairman. Are 
they different in your mind ? 

The Cuatrman. One says Mr. Adams called you and advised you 
the status of it. 

Mr. Howrey. Yes. 

The CHarrman. Mr. Adams says he called you and asked if the 
information Mr. Goldfine desired could be made available to him. 

Mr. Howrey. I’m afraid I cannot resolve that. I gave, as you know, 
a memo to the Governor setting forth the whole problem which, as I 
say, was I think a rewrite or is a rewrite of the Soar 30 memo. 

Now I assume he wanted that to give to somebody because I am sure 
he did not want it just for his own information. 

The Cuatrman. He did not say for you to provide it to him, Gov- 
ernor Adams. He said if you could make it available to Mr. Gold- 
fine. 

Mr. Howrey. Perhaps I misunderstood the Governor, but anyway, 
[ had no communication from Mr. Goldfine. My only communication 
was the memo that I sent to Governor Adams. 

The Cratrmman. Then as a result of this call, Mr. HWowrey prepared 
a short memorandum which I passed along to Mr. Goldfine, and that is 
really the way it happened. 

Mr. Howrey. I assume it is. I do not know what the Government 
did with the memo but I sent it to him and he says that he gave it to 
Mr. Goldfine and I am sure that if he said it, that 1s correct. 

The Cuatrman. Mr. Howrey, I noted your reference to many calls 
that you received that you were glad to have, that you received them 
daily. 

You had inquiries from the White House, you had inquiries from 
Members of Congress. You were ready and ‘willing to see anybody 
and everybody of the industry who wanted toc ome to you. 

Is that the procedure that you pursued while you were down there! 
That is my impression from what you say. 

Mr. Howrey. Yes, sir; if you will limit that to informal matters in 
their investigatory stage. After the complaint issued, I would never 
talk to anyone about the case, because then it was my obligation to sit 
on the case in a quasi-judicial capacity, and very frequently people 
would come in, particularly people from the Hill, and ask about those 
cases, and when I would explain my policy and position and my inter- 
pretation of the Administrative Procedure Act, hardly without excep- 
tion, they said, “Well, I think you are right,” and would — 

The Cuarrman. And you say that that is per fectly proper? 

Mr. Howrey. That is not only proper, but it is the duty of any 
Chairman of the Federal Trade Commission to talk to people who 
come to him with their problems, and if you get a Chairman who 
won't do it, I hope you will fire him quickly. 
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The Cuartrman. Are you tyring to tell this committee that an 
intercession from the White House, and particularly a personal call 
from a man who is in the position of Governor Adams to you who is 
Chairman of the Commission and had charge of the policies and pro- 
grams of the Commission, that that intercession did not get any atten- 
tion and that meant nothing to you except the usual call or an 
inquiry ? 

Mr. Howrey. Mr. Chairman, with all due deference, that is not what 
I said at all. 

There was never any intercession, as I understand that word, at 
any time by Governor Adams. 

The Cuarrman. All right, I will put it this way. Are you trying 
to tell this committee then that just a mere call from the White House 
by Mr. Adams, as it was in this case, had no bearing or influence 
whatsoever; it. is just another incident; that you paid no attention to 
it other than the usual thing that would come to your attention ¢ 

Mr. Howrey. There again those are your words and not mine, Mr. 
Chairm: in, 

The CuatrrMan. Well, you can answer the question “yes” or “no.” 

Mr. Howrey. No, I can’t. I will say that the call from Governor 
Adams influenced me not one bit, no more than a call from you would 
or a call from Congressman O’Hara would or a call from any other 
person would, and he made it perfectly clear that that was not the 
purpose of his call. 

The Cuatrman. You mean, then, to say that such an inquiry or a 
note of interest from the White House would have no bearing what- 
soever ¢ 

Mr. Howrey. Absolutely not on my attitude toward the case. I 
practiced law for 20 years with the secretary of President Coolidge, 
and I knew him when he was secretary to President Coolidge, and 
I don’t think that an assistant to the President or a secretary of the 
President influences an honorable, honest chairman of a regulatory 
agency. If it does, he shouldn’t be there, because he is subjected to 
calls from the Hill 90 percent more than he ever is from the White 
House, and if he can’t withstand a proper call and act on his own 
judgment and on his own facts, he shouldn’t be sitting there. And 
I certainly feel that I did, can and did and could again. 

The CuairmMan. Of course, it is the intention here to develop the 
facts and the information. As to the judgment, that is something 
else, but I think it is a rather ridiculous attitude to take before this 
committee here to the effect that an intercession from the White 
House by a man who is in the position of Governor Adams has no 
effect whatsoever when such a call is made about a matter of grave 
concern to a person who is such a close friend and old friend over 
the years. 

Mr. Howrey. In the first place, there was no intercession by Gov- 
ernor Adams. I want to make that very clear. 

The CnHarrMan. It was a call. 

Mr. Howrey. It was a telephone call asking the status of the mat- 
ter, and if Governor Adams can’t do what an ordinary citizen can do 
coming off the street, why Washington is different from what I thought 
it was. 

The Cramman, It is different from what you thought. 











3704 REGULATORY COMMISSIONS AND AGENCIES 


Mr. Howrey. Yes, and I want to say again that the call that Gov- 
ernor Adams made to me was the same type of call that comes regu- 
larly and frequently from the Hill, and if the Hill can make it—— 

The Cuamman. We are talking about the White House, and you 
keep injecting the Hill in here, and I know why you are doing it. 

Now, let’s stay within the limitation of this investigation here. 

Mr. Howrey. All right. Iam sorry. 

The Crarrmay. And when you think that you can, by that pro- 
cedure, pass this matter off so lightly as you apparently are trying 
to do here, it reaches very lightly so far as I am personally concerned, 

Mr. Howrey. I am sorry I made myself misunderstood. 

The Cuamman. No, I don’t think that you have made yourself 
misunderstood at all, because if you mentioned it one time, you have 
mentioned it any number of times about calls from the Congress. 
We know there were calls from the Congress. 

Mr. Howrey. Ninety percent of them come from the Congress; you 
know that yourself. 

The CHatrMan. I am not surprised if they are more than 90 
percent. 

Mr. Howrey. I think it is perfectly proper. 

The CuHarman. The point is we are just trying to find out what 
happened. It is our duty to find out. 

Mr. Howrey. I think every call 

The CHarrman. Human nature works the same every place. 

Mr. Howrey. Yes. 

The Cuatmrman. Now let me ask you this question. Are you famil- 
iar with a matter that was before the Commission some time ago in 
which the Firestone Tire & Rubber Co. and the Goodrich Co. were 
involved ? 

Mr. Howrey. Which matter? I think there have been many. I 
represented the Firestone Co. before I went on the Commission. 

The CuatrrMan. While you were on the Commission, though, was 
there not something before them ? 

Mr. Howrey. Nothing ever came to my attention. 

The Cuamman. And you did not in any way indicate or advise 
members of the Commission that you would have nothing to do with 
that matter before them ? 

Mr. Howrey. I disqualified myself in every matter that came be- 
fore the Commission which involved a former client, and I am sure 
that your records will show that. 

The Cuatmrman. Did you do anything to suppress or slow down this 
particular case in which the Firestone Tire & Rubber Co. and the 
Goodrich Co. were involved while you were a member of the Com- 
mission ? 

Mr. Howrey. I certainly did not. I do not know what case you 

are referring to, but I did not in any case. 

I do not know how this is germane here. 

The Cuamman. Well, it is certainly germane because you were 
the Chairman of the Federal Trade Commission. 

Mr. Howrey. Yes, but I was asked to come up here and testify. 
A telegram I have in my briefcase here did not refer to those matters. 

Mr. Lisuman. This was a case involving the quantity limit in a 
rubber tire proceeding. It involved not only Firestone but a num- 
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ber of other companies on which Judge McGuire had ruled in favor 
of the Federal Trade Commission. 

That case was appealed to the circuit court of appeals, and then 
in the spring of 1953 Mr. Howrey was appointed “Chatittan of the 
FTC and in the legal proceeding prior to his appointment he had 
been attorney for the Firestone Rubber Co. in the proceedings, and 
that was the reason advanced for his disqualification in considering 
the question on August 26, 1953, as to whether or not the Commission 
would recommend to the Silicitor General that certiorari be sought. 

Then it appears from hearings before the Select Committee on 
Small Business of the House of Representatives that after Mr. Howrey 
had disqualified himself and had not voted for the certiorari, that he 
had gone to the Department of Justice with another member of the 
staff of the Federal Trade and had discussed the matter with Judge 
Stanley Barnes, who was head of the Antitrust Division, and Robert 
Stearns, who was then Acting Solicitor General. 

Mr. Howrey. May I have Mr. Stearns’ letter read into the record ? 
He filed a letter on that matter. 

The Cuarrman. Did you go to the Solicitor General of the Depart- 
ment about it ? 

Mr. Howrey. Yes, but I asked that he seek certiorari as a procedural 
matter, and Mr. Stearns’ letter will—I do think that it is a little unger- 
mane to bring in names of my former clients. You can ask me any- 
thing. 

The Cuamman. Mr. Howrey, you may think that, but you were 
Chairman of the Federal Trade Commission, and our responsibility, 
as I read here today, is to determine the manner of the administration 
of the laws of that Commission, and this was a matter before the 
Commission, and certainly it is germane to this investigation. 

Mr. Howrey. You do whatever you think is wise, but I just wonder 
if it is fair to companies who are not involved here. 

The CuarrMan. We simply just want facts for information. 

Mr. Howrey. The facts are there. 

Mr. Lisuman. The fact is that Mr. Howrey disqualified himself 
from voting on the question as to whether the Commission should 
attempt to “seek certiorari, and subsequently after so disqualifying 
himself he and Mr. Kintner, General Counsel, apparently had a 
secret meeting with Mr. Barnes and Mr. Stearns. Now subsequently 
it appears that Mr. Stearns wrote a letter in which I understand it 
states in substance that at that meeting Mr. Howrey had requested 
that the Solicitor General look with favor upon granting certiorari. 

Mr. Howrey. That would hardly be classified as slowing it down. 
Tt was a procedural question which all the parties wanted to take up 
tothe Supreme Court. 

The Cramman. Then your intercession or your visit there was 
urging them to seek certiorari; is that right ? 

Mr. Howrey. Yes; urging the Government—the Commission had 
asked the Department of Justice to seek certiorari, and the part we 
have heard that the Department wasn’t looking with favor on that, 
and we thought it was a procedural question, and the procedural ques- 
tion was this: 

Whether this was the type of matter where you had to exhaust the 
administrative remedy before you could go to court, and we wanted 
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that matter passed on by the court, and I think all the parties did, and 
perfectly proper, and the Solicitor General was then the carryover 
from President Truman’s administration. Judge Barnes was not 
there, not in Congress, and not in office at that time, and it was his 
decision that he was not going to ask for certiorari. 

The Cuatrman. They were the ones that you thought were slowing 
it down? 

Mr. Howrey. Yes. 

The Cuarrman. And your interests in this, since the Commissioner 
had passed on it, was to try to get the Department to proceed with it? 

Mr. Howrey. That is what I requested. 

The Cuarrman. I was merely trying to clear up the status of the 
case, as it has been called to our attention. 

Mr. Howrey. I want to apologize if I have said anything that offends 
because I hadn’t meant to. Iam atrial lawyer and I speak vigorously 
sometimes. 

The CHarrman. All the members of this committee except one or 
two are lawyers too, so you have got a little company here. 

Now, you say you have had calls from Members of Congress, calls for 
appointments for c onstituents, and that this is the usual business. 

Mr. Howrey. Yes, that is one of the tough parts of the chairman’s 
job. 

The Cuarrman. Yes, I can understand that. But again you do not 
think that a call from the White House would be classified as a special 
call, any more so than from anyone else? 

Mr. Howrey. Very honestly, I do not. 

The Cuarrman. Mr. Howrey, let me thank you on behalf of the 
committee for your appearance here. 

Mr. Howrey. Thank you, very much. 

The Cratrman. The committee will adjourn until 10 o’clock in the 
morning. 

(Whereupon at 6:10 p.m., the committee was adjourned, to be recon- 
vened at 10 a.m., Tuesday, June 17, 1958.) 

(The following was supplied for the record :) 

FEDERAL TRADE COMMISSION, 
Washington, June 20, 1958. 
Hon. OREN HARRIS, 
Chairman, Special Subcommittee on Legislative Oversight of the Committee on 


Interstate and Foreign Commerce, House of Representatives, Washington, 
D.C. 

DEAR MR. CHAIRMAN: During the course of the hearings held on June 16, 1958, 
before the Subcommittee on Legislative Oversight of the Committee on Interstate 
and Foreign Commerce, you requested that I furnish for the record a statement 
concerning the memorandum submitted by former Chairman Edward F. Howrey 
to Mr. Sherman Adams, dated January 4, 1954. You wanted to know if this 
memorandum was in the Commission’s files. 

Mr. Canavan, who was responsible for making up the original file and who has 
gone over the file many times during the prosecution of the Goldfine cases, states 
that this memorandum or any reference thereto was not in and is not a part of 
the record of investigation in docket No. 6601. This fact was verified by former 
Chairman Howrey at the hearings when he testified that he considered the 
memorandum a purely personal matter and for that reason did not discuss it 
with any other member of the Federal Trade Commission and did not place it 
with any of the Commission’s official papers. The first the members of the 
Commission heard of this memorandum was when it was released by Mr. Adams. 

You also asked concerning the history of rule 8, particularly the dates on which 
rule 8 was published in the Federal Register. On March 18, 1955, in a memo- 
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randum for the Commission, the Chief of the Wool Division recommended a 
proposed amendment of rule 8 of the regulations under the Wool Products Label- 
ing Act. Applicants in support of the proposed change were the National Asso- 
ciation of Wool Manufacturers, joined by Mr. Robert E. Freer, attorney for the 
Virginia Woolen Co. of Winchester, Va., and Mr. Charles A. Ragan, of Washing- 
ton, D.C., as attorney for Jay Gee Fabrics, Inc., and Mr. Max Bachrach, a fur 
consultant of New York City. On April 13, 1955, the matter was presented to 
the Commission at the regular Commission meeting. On April 14, 1955, a notice 
of rulemaking proceedings considering amending rule 8 of the Wool Act regu- 
lations was approved, and it was directed that the same be published in the 
Federal Register. Public notice of the rulemaking procedure was thereupon 
published in the Federal Register on April 20, 1955. On May 10, 1955, the 
Commission amended rule 8, and directed that it be made effective on publication 
in the Federal Register, the publication date being May 14, 1955. 

May I take this opportunity to thank you for the absolute fairness demon- 
strated by you, the committee, and your counsel during the course of the hearings. 

Sincerely yours, 
RoserT T. SECREST. 


FEDERAL TRADE COMMISSION, 
Washington, June 24, 1958. 
Hon. OREN HaArRIs, 
Chairman, Special Subcommittee on Legislative Oversight of the Committee on 
Interstate and Foreign Commerce, House of Representatives, Washington, 
D.C. 


DEAR Mr. CHAIRMAN: During the hearings of the Subcommittee on Legis- 
lative Oversight on Monday, June 16, 1958, Commission witnesses, Harvey H. 
Hannah and Charles F. Canavan, were requested to supply for the record 
certain information in connection with their testimony. 

Pursuant to this request, the following is respectfully submitted: 

1. During Mr. Canavan’s testimony, he was asked by committee counsel to 
furnish a copy of the report of the investigator who called on Northfield 
Mills in November 1953 concerning the undisclosed percentages of nylon in 
the Robert Lawrence fabrics. 

A reexamination of the Commission’s records in this case indicates that 
there was no personal visit made to the Northfield Mills in Vermont or to the 
Strathmore Woolen Co. office in Boston at this time.’ The statement set forth, 
in the third paragraph, page 2, of Mr. Canavan’s memorandum, dated March 
13, 1956, was apparently a conclusion reached after reviewing the investigation 
report on Robert Lawrence, Inc., by investigator M. L. Ott, dated November 5, 
1953; letters from Mr. Ott to Harvey H. Hannah, dated November 6, 1953, and 
January 18, 1954; letters of explanation from Robert Lawrence, Inc., dated 
November 6, 1953, and January 21, 1954; and information supplied by Mr. 
Tichell, attorney for Northfield Mills, during his call at the Commission on 
November 12, 1953. 

2. During Mr. Hannah’s testimony, he was requested to furnish the com- 
mittee with the names of any mills, other than Northfield Mills, which, prior 
to the Robert Lawrence incident, had been using small percentages of nylon in 
their fabrics as a strengthening agent, without disclosing its presence on the 
label. 

Some time in July 1953, it came to the attention of the Commission’s Wool 
Division that Einiger Mills, with home offices in New York, N.Y., was engaging 
in the questioned practice. At this time such concern informed the Com- 
mission through its representatives that it was a common practice among fab- 
ric mills throughout the industry to use small percentages of nylon as a binder 
or strengthening agent in their yarns spun on the woolen system, and that no 
disclosure was being made. It was asserted that such mills, as well as their 
own, were evidently misconstruing section 4 of the Wool Products Labeling 
Act as providing a tolerance under which the nylon could be used without 
disclosure. Upon inquiry of the trade into the matter, the assertions of the 
EKiniger representatives were found true. Among those specifically named by 
Einiger representatives to be using small undisclosed percentages of nylon were 
Northfield Mills of Northfield, Vt., Botany Mills, Ine. of Passaic, N.J., and 
Princeton Worsted Mills of Trenton, N.J. At once a statement pertaining to 
the practice was prepared by the Chief of the Wool Division and released by 
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the Commission on July 30, 1958. Prior to that time the matter had been 
brought to the attention of the National Association of Wool Manufacturers, 
which had agreed to circulate the statement to its entire membership, as well 
as the nonmember woolen mills manufacturing fabrics in the woolen system. 
The statement was also given to the Fairchild Publications for release in the 
Daily News Record, a periodical which reaches nearly all of the wool manu- 
facturing industry. Attached are copies of Mr. Hannah’s statement appearing 
in the Commission’s weekly news summary of July 30, 1953, as well as the 
bulletin distributed by the National Association of Wool Manufacturers, and the 
news clipping appearing in the Daily News Record of July 27, 1953. 

In further answer to the committee’s inquiry as to how many concerns were 
sent the release, Mr. Hannah has been informed that the association bulletin 
was distributed to its entire membership as well as nonmember woolen fabric 
mills, comprising approximately 600 concerns. 

3. Mr. Hannah was also requested to supply the committee with one or 
two instances in which he had disagreed with staff attorneys who had recom- 
mended criminal prosecution under section 10 of the Wool Act. 

In answer to this request, the following cases are cited: 

(a) Max Schwartz Co., et al., docket 6192. 

(b) M. Salter & Sons, file 572 3300. 

(c) John T. Lodge Co., Inc., file No. 572 3663. 

4. During the afternoon session of the hearing, Mr. Hannah was requested 
to furnish the committee with letters from Northfield Mills pertaining to the 
undisclosed nylon in the Northfield fabrics, together with the memerandum 
covering Mr. Tichell’s visit to the Commission on November 12, 1953. 

In reply to this request, there are attached: 

(a) Copy of a memorandum relating to Mr. Tichell’s call at Mr. Hannah's 
office on November 12, 1953. 

(0) Verifax copy of Mr. Tichell’s letter of November 17, 1953. 

(c) Verifax copy of Mr. Tichell’s letter of January 19, 1954. 

I am informed that Commissioner Robert T. Secrest has already supplied the 
committee with factual data requested of him at the hearing. I wish to join 
Mr. Secrest in his expressed appreciation for the fairness shown by you, the 
committee, and your counsel during the hearing of Commission representatives. 

If we can be of any further service to the committee, please call on us. 

Sincerely yours, 
JoHN W. GwYNNE, Chairman. 


NORTHFIELD MILLS, INC., 
Boston, Mass., November 17, 1953. 
Feperat TRADE COMMISSION, 
Bureau of Antideceptive Practices, 
Division of Wo0ol and Fur Labeling, 
Washington, D.C. 
(Attention Mr. Harvey H. Hannah, Chief, Division of Wool and Fur Labeling.) 

GENTLEMEN: With reference to our style number 2096 which was labeled as 
containing 10 percent vicuna and 90 percent wool, and upon which you have re- 
ceived a complaint of mislabeling, the following is the explanation of such alleged 
mislabeling. 

Our mill superintendent, in common with many others in the industry, labor- 
ing under a misconception of the Wool Labeling Act believing that the introduc- 
tion of 5 percent or less of nylon into the blend did not require the mention 
thereof on the label introduced into the blend such a percentage of nylon with- 
out mention thereof. However, after receipt of a bulletin from the National 
Association of Woolen Manufacturers dated July 24, 1958, a copy of which bulle- 
tin is enclosed herewith, the introduction of nylon into the blend was stopped, 
although unfortunately cloth already in process was finished and shipped im- 
properly labeled. May we add that although but 5 percent of nylon was used 
in the blend, a larger percentage appears in the finished cloth because of the 
fact that a greater percentage of the other contents were lost in the manufac- 
turing process. 

There were manufactured and sold 262 pieces of this style No. 2096 contain- 
ing nylon, all of the pieces being sold and delivered to Haymarket Veterans 
Uniform Co. 

We sincerely regret this misconception of the act upon our part, and you have 
our assurance that in the future all our fabrics will be properly labeled as re- 
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quired by the act and regulations, showing the contents of the finished product 
correctly, and that any cloth now on hand or within our control will be relabeled, 
if now incorrectly labeled. 

With reference to labels which state that the contents contain lamb’s wool, 
we will make certain that goods so labeled wiil contain the stated percentage of 
woo! which is the first shearing from the lamb. 

Our mill superintendent has been instructed to adhere strictly to the pro- 
visions of the act and regulations which have been properly explained to him. 

Thanking you for the courtesy which you have shown us and our attorney in 
this matter, we are 

Respectfully yours, 
NORTHFIELD MILLS, INC., 
3y Myer H. SLosopkin, President. 





OFFICE MEMORANDUM 


In re conference with Clarence Tichell, House counsel for Northfield Mills, Inc., 

November 12, 1953 * 

Mr. Clarence Tichell of Boston, Mass., counsel for the concern, called at this 
office and admitted the use of small percentages of nylon by his clients in the 
Robert Lawrence fabric purchases and assured us of immediate correction. He 
stated that prior to a release by this office during the early part of July with 
respect to various mills using undisclosed percentages of nylon fibers in fabrics 
marked as 100 percent wool or 100 percent cashmere, that his client had been 
guilty of the practice charged and that the fabric sold to Robert Lawrence, Inc., 
was some of the fabric manufactured prior to the release. He stated that his 
eoncern would take immediate steps in relabeling this fabric and that inasmuch 
as all of it had been sold exclusively to the Robert Lawrence Co. that his com- 
pany would have little difficulty in making amends for the misbranding of the 
fabrics. He pointed out, also, that Bernard Goldfine, the principal stockholder 
and guiding light of Northfield Mills, was financially interested in the Robert 
Lawrence Co. through certain credit extensions to such organizations. He stated 
that his client would imemdiately relabel any stocks on hand of the misbranded 
fabrics and that he would have them advise this office as to their actions in this 
respect. He further stated that his client would advise us as to any other fabrics 
manufactured by them which contained undisclosed amounts of nylon fiber. 


HARVEY H. HANNABH, 
Chief, Division of Wool, Fur, and Flammable Fabrics. 


NorTHFIELD MILLs, INC, 
Boston, Mass., January 19, 1954. 
FEDERAL TRADE COMMISSION, 
Bureau of Antideceptive Practices, 
Division of Wool and Fur Labeling, 
Washington, D.C. 
(Attention Mr. Harvey H. Hannah, Chief, Division of Wool and Fur Labeling). 


GENTLEMEN: This is to assure you that any fabric produced by us hereafter 
will be properly labeled as to its contents as required by the Wool Labeling Act 
and the regulations promulgated thereunder by the Federal Trade Commission, 
and further that all stock on hand which had been improperly labeled has been 
relabeled to comply with such act and regulations. 

Very truly yours, 
NORTHFIELD MILLS, INC., 
By CLARENCE TICHELL, Attorney. 





1The above information was taken from Mr. Hannah’s memorandum to Chairman 
Howrey, dated Dec. 30, 1953, inasmuch as such memorandum was prepared 6 weeks 
subsequent to Mr. Tichell’s conference. To date, we have been unable to locate a copy of 
& memorandum other than this which relates directly to the proceedings of the conference 
of Nov. 12, 1953. To the best of our knowledge, the conference was attended by Messrs. 
Hannah, H. D. Stringer, and either David Reel or Charles F. Canavan. 


x 





